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RURAL DEVELOPMENT ACT OF 197b ^ '-^^ 



Aijril 7, 1972.— Ordereb to be printed 



Mr. Talmadgb, from the Committee on Agriculture and Forestry 

subtnitted the following ^ 
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IV JCJ X iV X NATIONAL INSTiTUTC OC 

♦ ^ BOUCATION 

% together with additional and this -document has been repro 

^ . DUCEO EXACUV ^AS RECEIVED FROM 

THE PERSON OR ORGANfZAT(OW ORIGIN- 

INDIVIDUAL VIEWS MrNo .T points of view or opinions 

STATEO OO NOT NECESSARILY RCPRE' 
^ » • SENT OF F ICIAL NATIONAL INSTITUTE Oiy 

[To accompany 8. 3462] eoucation position or policy 

The Committee on Agriculture and Forestry, reponea an orig^^l 

bill ( Y> to proride^or the development of n:^al areas, with a 

recommendation thaV it do paas^"" 

Short Explanation of B|bL 

This bill, cited as the Rural Development Act of 1972, provides for 
a' number of methods of assisting in thie development of the rural 
• areaa of this country. It is divided into 8 titles as follows: 

/ ' R^ori Page ' 

1^ I Rural Development Financial Resources Act of 1972 

>v . ' (Sections 101-813) K . 

II Amendments to the Consolidated Farmers Home Ad- 

^ ministration Act of 1961 (Sections 901-923), 37 

7 III. Revenue Sharing (Sections 1001-1214) _ _ t - - - - 

■ IV. Amendments to the Watershed Protection and i?lood 

. • • Prevention Act, as amended (Section 1301) 63 

' >0 V Amendments to the Bankhead-Jones Farm Tenant Act, 

( (V> as amended (Sections 1401-1402) 58 

VI R'lral Commmiit?]^ Fire Protection (Sections 1501-1504), 63 
' ^ VII RuraL Development and Small Farm Research and 

trs Education (Sections 1601-1608)--- 65 

• VIIL Miscellaneous (Sections 1701-1704) ^69 

. 76-737— 7a--<r-l 
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uENERAt Statement 

This bill stems directly from the enac tment by the Oon^ess and (the 
President of Sectio^n 901(a) of the A^icultural Act of 1970, wh\ch 
stated : ^ ' > . ' 

' COMMITMliNT OF CONGRESS 

y , " ^ 

Sec. 901. (a) The Congress commits; itself to a sound 
balance between riiral ana urban America. The Congress 
considers this balance so essential to the f)eace, prosperity, 
• and welfare of all our citizens that the highest priority must 
be given to the revitalization and development of rural areas. 

JThe bill, which builds upon or is modeled after successful eSstliyj n 
^rural development programs, would, if enacted, provide another large 
part of the financial investment, credit, educational, research, tech- 
nical, and institutional tesources required to implement the statement 
of policy conltained in Section 901(a). The aim is to improve the quality 
of life and the income and job opportunities\.that are available in rural 
America. ^ - 

Titles I and .II of the biU establish a complete Non-farm Rural 
Develftaffi^t Credit System modeled on the successful experience 
of the institutions of the^arm Credit Sys^tem and Farmers Home 
Administration. The bill places maximum reliance on the existing 
private and governmental rural and national banking system and 
private enterprise. . ' 

Title I is stnictured generally along lines of the legislative provisions 
for the Federal Land Banks, their local associations, and the Farm 
Credit Administration and will like them eventually be fully owned 
and controlled *bv participating local private banks and borrowers. 

'^Title II amends the Consolidated Farmers^ Home Administration 
Act of 1961 to expand the loan and grant purpo<ies in existing law to 
other types of rural development projects.. 

Titles I and II place major reliance upon the guarantee, insurance 
or discounting by the Rural Development Credit System or by the 
Farmers Home Administration of loans made by local banks and other 
financial institutions. 

Title I, II, and III, along with other titles of the bill, provide for 
mral location incentives pa3'ments designed to encourage, afacilitate, 
and finance, alc^^ with credit expansion, the location in rural areas of 
investments in private indiistrial and^uSiness enterprises and rural « 
community services and facilities and public works. Incentives are 
also provided for required planning ana coordination of orderly eco- 
nomic development and the protection and enhancement .of the na- 
tural, cultural, and economic environment of Cpyntryside USA ty 
State, district, and local planning bodies. 

Title III authorizes not to exceed $500 million per year to carry 
out a nationwide program of Federal rural community development 
revenue sharing witl)* States, multijurisdictional substate planning 
.and development districts^ and local governments — counties and 
municipalities — in rural areas.^ These funds, within general standards 
provided in the bill, can be used by States, districts, and local govern- 
ments as they see|fit to cany out rural development purposes and 
projects, including the matchmg of Federal funds available for sUch 
purposes ujader other le^ws. 
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Titlo IV aii(i X expand tho purposes, aiul incn^ase the Federal 
fuiulin^, f^)r wliieh the Federal goveriuneiit may finance' part of the 
eost of (lie siieeessfiil i'u\dtipurpose rural development efforts enihodied 
in the small watershed (P.Ii. S3 f>i\i\} ai\d n^souree eonsoryation and 
(ievelopment and rnral renewarproject programs under Title 111 of 
the Bankliead-Jones Farm 7'<'nunt Act. 

Title VI estahlishes a new pr()p:ritm of Federal-StatepiStchin^ grants 
program, on a 3-year trial basis, to improve riiral/Hfe protectiin^ind 
suppression built' trpon the succ<^ssful, coordinated, cooperative, .Fed-*- 
eral, State, local, and private forest fire fighting systefn. A 

Title VII establLsbes, for rural hon-farin and small farm develop- \ 
inont, tfie same kyul of independent cooperative Federal-iState exten- 
sioii-reM^arch-and-odueation system as has proved so successful in the 
fields of agrieuHure, home economics, nutrition, and 4-H Clubs. 

-Title VIII (1) recpiires that all assistance under the Act bo desif^tied 
to increase the national total of jobs, income-^rnint^ op[)ortuiuties, 
and business, hot to n\ove them from one place or firm to another; 
' (2) expands the stat\^tory mission of the Departn\ent oT Aoxiculturo 
^with resf)ect to rural developn\ent activities; (3) establishes a nati()n- ' 
wide program of long-term cost sharing contracts^ y*^^^ landowners, 
occupiers, and operators for environmental protection and enhance- 
ment based upon complete conservation plans develo[)ed by local 
conservation' districts with technical assistance of the Department 
of Agriculture; and (4) broadens the |)urposes of the Rural Environ- 
meiiTal Assistance Program (HEAP, formerly AVP) to include pollu- . 

tion control. / . • i , ; i. i n 

The Committee intends that the assistance provided -by the bill 
would be in addition, rather'than in substitution, for what the local 
people can do themselves'. Local banks would be ex[)ected to provide J 
much frorn their own f\inds and facilities toward this effort to improve ^ 
their communities. Participating banlcs wovdd b^ required to purchase 
stock in the District Agencies, and fvi^d at least 5 percent of each loan 
made bv them under Title I, as well as continuing to provide funds for 
development activities which would normally be funded by them. 

The ternjs *'rural development purpose'* and *'rural development 
communitv project'* are broadly defined in the bill, to include ^tny 
project that will enhance any niral community as a place to live, 
with a li^t of examples being given in each case. Thus paragraph (I) 
of each of those definitions*states that the definition includes projects 
that ''establish or improve public works or commvmity services or 
facilities.'' This would make possible loans and grants for such facili- 
tie;:^ as water or gas transmission, ^storage, or distribution facilities. 
^ *' 

Committee Consideration 

Hearinga 

Shortly after the beginning of the first session of this Congress, a 
new Subcommittee on Rural Development was appointed. 

On April 14 the Senate approved S. Res. 76, authorizing supple- 
mental expenditures by the (^ommittee on Agriculture and Forestry 
for -an inquiry and investiga^on pertaining to rural development. 

Almost iinmediately following the passage of this resolutinn the 
Subcommittee launched a sertes of heanng?*, held both in Washington, 
D.C. and in various parts of the country. Ten days were devoted 
to Washington hearings, and seven days to field hearings, during 
which time almost 350 individual witnesses w^ere heard. 
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Washington hearihgs were held on April 23, and April 29; June 1ft 
and 17; July 23, September 20-24, 1971. Field hearings werfe held in 
Sioux. City, Iowa on May 3, Vermillion, So«th Dakota on May 4; 
, Montgomery, Alabama on July 8; Tifton, Georgia on July 9^; Still- 
water, Oklahoma on September 9; Lincoln, Nebraska on September 
10; and Bowling Green, Ohio, on December 14, 1971. TheSe hearings 
produced a number of ideas and suggestions in regard to rural devel- 
opm'ent. The hearings have been panted and made available to 
interested parties. 

Rural Revenue Sharing 

On April 21, 1971, S.^ 1612, the Administration's bill to estabUsh a 
revenue sharing program for rural 'development was introduced and 
on April 23, the Subcommittee on Rural Development held its first 
^ hearing on the measure. Three Cabinet officials. Secretaries Connally, 
Roinney and Hardin appeared jointly to testify on behalf of the bill. 
Additional hearings were held on the measure on April 29, June 16 
and 17, and « September ,20 in Washington, D.C. Most of ftie wit- 
nesses objectea to the provision of S. 1612 which would terminate or 
suspend the authorization for Federal expenditures for eleven existing 
programs. / 

On October 15, 1971, an amendment (^Amendment No. 470) in 
the nature of a substitute to S. 1612 was introduced. It retains many 
of the features of S. 1612, but it differed hy leaving intact all of the 
eleven existing Federal programs. In addition, it authorized appro- 
priation of $500 million annually for rural development revenue 
y - sWaring to be allocates to the 50 States, with required pass-throughs 
to State-established multi-jurisdictional planning and development 
districts and to local governments. With some further modification, 
this substitute was adopted by the Committee and now appears as 
title III of the bill. 

Rural Development Credit and Investment System j 

S. 2223 was introduced on Julv 7, 1971. This bill (1) amended the 
Consolidated Farmers Home Administration Act of 1971; «cnd (2) 
provided for the establishment of a comprehensive rural develop- 
ment credit and investment system totally separate from, but similar 
in operation to, the Farm Credit Administration. 

On June 8, 1971, an amendment (Amendment No. 153) to S. 1483 
(The Farm Credit Act of 1971) was introduced to establish within. 
the Fann Credit System, a Rural Commimity Development Bank. 
This proposal basically embraced the recommendations of President 
Nixon^s Task Force on Rural Development. In recognition of the 
need for additional financial muscle in rural areas to stop and reverse 
the (Tn-going trend of outmigration, the Task Force stated in its 
final report, ^'^^The Task Force recommends a new credit institution to 
provide rural areas with greater access to private capitaf This in- 
stitution — to be named the Rural Development Credit Bank — should 
he structured in law as a wholly liew title in an amendment to the 
Farm Credit Act.*^ ^ ' 

The Subcommittee onlRural Developmern held extensive hearings 
.on both measures and on October 28, 1971, the Subcommittee ordered 
S. 2223 with amehdments reported to the full Committee In the form 
set out<in the Committee Print of, October 22, 1971. 
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. The full' jCommittee began executive consideration of the rural 
developmentpro'posals that were befor© it on November 2, 1971,- and 
ordered the bill reported] on March 21, 1972. Nine executive sessions 
were held on this legislation* 

Committee consideration involved, in addition to the bills reported 
by the Rural Development Subcommittee,^ (1) question of an'appro- 
priate definition of rural areas; (2) the urovisions of S. 2981 to expand 
and strength^ the small watersheds (Public Law 566) program and 
Resource Conservation and Development projects operated under 
Title III of the Bankhead-Jones Farm Tenant Act; (3) the provisions 
of S. 69,\S. 963, and S. 3278 to establish grants-in-aid and to strengthen 
rural fire protection activities; (4) proposal to expand the scope of 
the cooperative Federal^tate extension service, research, and training 
programs to give added specific emphasis to rural development and 
the-nproblems of small farms; and (5) the major provisions of H.R. 
129S1, the Rural Development Act of 1972, as passed by the House 
of Representatives. 

The Need for Rural Development ^ 

But the Growing Point of American life is scarcely to be 
found in the small town today. Latterly, the important lines 
of growth have been elsewhere. It is partly that all the small 
units in American life are having to wage a losing fight^jiot 
only the Wall toAvn but the small farm, the small business 
* firm, the small college, even the neighborhood within the 
big city. Somewhere between the turn of the century and the 
New Deal the small town felt the withering touch of the 
Great Artifact that we call American society, and in the 
quarter century between 1930 and 1955 the decisive turn was 
made, away from small-town life. The currents of American 
"energy moved around and beyond the small towns, leaving 
them isolated, demoralized, with their young people leaving 
them behind like abandoned ghost towns ♦ ♦ * 

♦ ♦ ♦ If the small town is wholly sacrificed there will be 
sacrificed along with it some continuity - of face-to-face 
relations, an awareness of identity, a striving to be part of 
a compassable whole, a sense ofcounting for something and 
being recognized as a person and not a cipher.— Max 
Lerner in "America as a Civilization*^ 
Following thf riots in Detroit a few years ago, the business con>. 
munity of that city formed an organization that created 50,000 new 
jobs for the poor, it was an enormous community effort. And \fhen it 
was done, Defroit learned that its unemployment rate was slightly 
higher than it had been before the^jobs had been created. The word 
had gone out on the migration grape vine that there were jobs in 
Detroit for rural people who wanted to work. 

Governor Bruce Kmg of New Mexico reports that each time Albu- 
querque gets a new industry, the city^s jobless rate inches up just a 
little, and the population of th^ New Mexico countryside declines 
proportionately. 

Before the 1920s, Metcalf, Georgia, was a proud and prosperous 
little town. The streets were lighted with kerosene post lamps. Fanners 
used to come in on Saturdays to sell their cotton and produce, and 
there was enough commerce to support two banks. ^ 
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^ Mot<'alf was nioro tliaa a town/It was a gathorin^ place where t)eo-' 
.j)le could sit around tables in the saloon, tell stories, hear the news and 
watch curiously as occasionaO blobs of si)it sizzled down the side of 
* tlie iron stove. \^ 

/ Truman Holland remembers it. He savs it was a. "belli, how are 
VQU kind of place. Mr. Holland run one ot the banks. But/ie doesn^t 
live in Metcalf anymore. Few people do. There's just a ti/mble-dowTi 
store there today. with a little sign stuck in the screen door that 
says, ''vVe accept food stamps.'' 
Aletcalf is dead. 

Before dawn each .day, a farmer in the i)anhandk* of Oklahoma 
l)acks hLS young daiight^r into^a pickuf) truck and drivers her eight 
miles to the school bus stof). She waits for a while in the morning chill 
for a bus th^t tak^es her on a two-hour trij) to dai^js. Each night she 
returns just m tiihe for suf)per. Her father says, "I don't know what 
to do., It isn t fair to ber. Maybe Til have to move to town." 

The sdhg asks, "Where have all the young men gone. . . /' 

Some went to war.and never came back to their small town homes. 
Others retiirned to the countryside expecting a better life than thev 
had left. Often they wei-e disap[)ointe(l. 

A lot of the young men went to ('bicago'aml Detroit and New York 
.Alany took skills and energy witltthem. Many didn't. A lot of them* 
were able to adjust to' the. new j)ressures of big , city living Manv 
could not. , ' , o J to J 

.Thirty rnjllion Americans bave left the fafms and the small towns, 
since the beginning of World War H, for the nromLse of citv living, 
drammg the countryside of its promise. Though ft has slackened, the 
migration continues at a ^ate of about 600,000 people a year, 
laoA ^u^^ Dej)artment of Agriculture dourly predicted that by 
19m), this nation would only have 2.6 million farmers remaining on the 
land. It s only 1972 and there are only 2.9 million left. ' 

' And somehow those wonderful conveniences of the big cities— the 
ready-at-the-tap potable water; i)lentv of natural gas and electricity 
garbage pickups; sewage disposal; police and fire departments— 
eomehow these systems seem to be fraying at the edges. Things don't 
quite woi:k anymore. Not hke they used to. 

Seventy percent of our people now live on two percent df the land, 
pressed into Balkan corridors along, the seacoasts and the Great 
J.akes..One of these concentrations, Southern California, is already 
being called a water deficit area. 

Dimlv, 4hose who live in and around the major cities and the 
people left behind in the countryside, are beginning to perceive that 
' something is wrong. Nobody planned it that way, and mavbe that's 
the trouble. ^ 

Ftin Citv isn't laughing ahymore. And Main Street is covered with 
the (lu»t of faded memories and the cobwebs of national neglect. 
• Former Governor Edward Breathitt of Kentucky says: 

Through a comj)lete lack of any governmental policy, we 
have permitted rural Am^^rica to deteriorate like a rusting 
hand plow languishing in a fallen dowrl bam, while the social 
/ and e<*ononiic problems once scattered across the thousands 
of square miles of our great Jand have become compacted into 
urban ghettos where they have become both more evident 
and more volatile. 



ERIC 



At some timo, not loi>g after tho tiin> of tho ron ury, our popiila i m 
inav have increased bv as ,m.eh as 100 .u.ll.on. AlAst of ^v.ll be 

horn ill the metropoHtati refjioiis that now labor uiuler the strain ol , 
too manv peo!)le. Thev will be bgni into citu>s without adecvuate 
eleotric power to heat their bottle warmers. They Mi l be born in IoqIc 
alike subdivisions in look alike houses in suburbia wliere even enorin-' 
ous propertv taxes are inadecjuate to build classrooms fast enough. 
Thev will be bom at the edges of belt ways, expressw ays, freewavs, 
throuffhwavs and circumferential highw ays, and when t hey looK lo 
the skv It Vill not be blue. Their .eyes will be filled with a noxious, 
nitrous substance wliose trade ifame is "Progre.ss." 

it seems unlikelv that the chamber of commerce ^vlll Tead ott its 
annual report anymore with tlie proud declaration of how many 
additional people Vhere are in town. 

Some say!''''Build new cities." And a few new cities have been built, 
with names iike .Rest on and (\)l.imbia. But to 1«>"«(^, "'^l^ 
babies it would re(|uirr construction of a new city of 10,000 people 
everv day for the next 30 vears. It would mean thousands of new 
sewer systems built from scratch; thousands of new police depart- 
ments- thousands of new street plan,4; thousands of new school systems 
There are no bounds to the economic and social costs of such a ])roi)o.sal 
tftkT>n alone as a national policy. ■„.,,, i i 

But in rural Ame'rica, thousands of stnall viable towns already 
exist with the root systems of community facilities that already func- 
tion These small towns are !)olitical and econooric beginnings that can, 
be built upon - not to. create new "slurbs" and mounds of rabbit 
warren urban decav-they are a foundation on which can be 
ed a new rural, society that will pro^nde jobs a^ui .services for ho.se 
already living there, and for those who would return, if they could, to 
their personal beginnings lA the country.side. . _ 

It would be foolhardv to propose a national policy of t>aek to the 
farm." But a sensible policy of balanced natiomiigrowth that would 
keep rural America strong and liniquely rural, while making be ter use 
of the land for all the people, is something that can be put together. It 
makes .sense that it be iini)h>mented. ' ^. . , 

Although J. Truman Holland does not live in Mctcalf tniyinore, he 
does live in Thomasville, just a few miles down the rmul Thoma^^v. e 
is alive and healthy. It has its problems and needs. But Thomasville 
supports a daily {.aper, a small mobile home industry, a farmers 
market and a communitv willingness to succeed. 

Thomas^-iUe will be all right, with a little help, and there are hun- 
dreds of Thoinas^-illes all aci^.ss the face of this lan^. 

I)r Peter Goldmark is a scientist who holds more than 100 patents. 
He is best know for development of the long ])laying record and^the 
communication system between earth and the astronauts. 

But Dr Goldmark is concerned about the vast amounts of the 
nation's energy resources that huge cities use up He is concerned about 
the efTects of the stresses that the morning jush hour puts on people. 
Dr. Goldmark is a futurist, and he .sees a new future for America in 
the corf /w/ develo])ment of rural America. ,• . c lu^ 

President^^ixon has said that it will never be his policy to force the 
distribution of people to places they do not want to live. But the Pkbsi- 
(lent has also called for balanced national growth. 
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inflT^i J^' ° .^^^ l^^" ■•"•••WuzoH that government can 

influence directly whero people will live hy where it ,,„ts Federal 

S^wi K^f 1'" p''' Alahumu, was a small country 

ST'f^ Re.iston,. Arsenal wan loeat^.i there. Now it is a major 

city. The Tennessee Valley wa^ once a Hevere (xx-ket of poverty, where 
^Ir^f WA^.r ''""'nP'<'.v"'""t ner„ ,.„de,ni,.. Since the establish- 
ment of TVA, he valley is on., of the nation's healthiest growth areas 
The vast <leveloprnent of .Southern California was possihle because 
water was made available. 

County, Georgia, w.m once a quiet ba^-kwater, out of the 
mainstream fl^w of the fnterntate highways. Aft^r the county became 
the first W Model (htien area, 500 new jobs were created there- 429 
of them in the pnvate secjor. ' 

a ^^T important mgn, that rural America is making 

^Q^^rV'■"'l^''^^' i^^'''';' '"'"'y problems, as reported i^ 

1971 by Calvin L. Beale of the Economic feesearch Service of the 
U.a. Department of Agnculture: 

The heavy decline of farm people has masked from public 
notice the rapid growth of the nonfarrn segment of the rural 
and smay city poi)ulation. 
- Because of its long and rapid decline, the farm population 
now numbers less than 10 nnllion, compared with 30 million 
30 years ago. Most of ite potential loss has now occurred. It is 
simply impossible for future outn.igration from farms to - 
approach the losaes of the recent pa§t. Thus, if nonmetro 
areag can continue to maintain the conditions that retained 
and attracted nonfarm people in the 19f)0's the overall non- 
metro populauon growth mil converge further toward the 
national average as the influence of farm losses diminishes. 

If we look at counties hy degree of niraUty, we find that , 
the completje y rural counticH of the United States had a 
small overall loas of i)eoi)le, and that county population rates 
vaned directly with ()rop.)rtion of urban population. - 

Uut as unlikely as it may seem at first glance, the growth 
rate of nonagnciiltural jobs was actually higher in rural , 
counties than in«the urban grouj) during the 1960s, ami the' - 
highest of all in the comj.letely rural group-- -a pattern iIm 
opposite of ihat of i)oj)ulatLon growth. Rural counties had a 
growth of 43 peTcen t ui nonagncultural wage and salary jobs 
covered by the OAS I system from 1959 to 1969. 

Ihjs high rural job grr)wth failed to bring much poi)ulation 
growth for two reasons. First, the more rural a county, the 
smaller the proportion of the labor force working in nonagri- 
cultural wag* and salary jobs t^nds to be. Thus the recent 
nonfarm job |;ains in such counties start from a low baae 
and have been readily offset by declines in farm work 
Secondly, many jobs newly taken by rural residents have 
peen gomg to women, who were i)reviously underrepresented 
in the iWal labor force. These jobs have raised the incomes 
ol nran/ rural households, but jobs for Vomen do not serve 
to mcrease the number of families in an area as increased 
jobs for men do. . . . 
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♦ t * Perhaps the main attraction that ])e()])le believe 
they see in smaller-scale communities is A superior environ- 
ment in which to raise cliildren. Peo])le lUso seem to be of 
the opinion that there is less stress and tension in smaller 
towtis and rural areas. These ' per6eived virtues are ^ not ^ 
likely to retard the outmovement to urban areas of small 
town and rural youth seeking an education, a job career, or 
• exposure to the urbjin scene. But they jio attract many people 
at almost any later stage in life. 

Few people view small towns and rural areas as offering 
much economic opportunity for young people, as compared 
with cities. Although I have stressed that nonnietro employ- 
ment opportunities have improved, nonmetro income levels 
continue to be much below those of metro areas. Nonmetro ^ 
families averaged less th^n 80 percent as milch income in 
1968 as metro families^ a differen<;e^$2,000. Indeed, I think 
it can be said that modem civilization in geperal has not yet. 
succee<ied in making average small town and rural incomes 
the equal of those in the cities. 

Mr. Beale tells us that employment is picking up in rural America, 
but there remains a high level of underemployment in the countr}^side, 
where slightly more than one- third of the American people live. 

Rural America has about half of the nation's poverty; 60 percent of 
the substandard housing; hundreds of towns are without adequate 
water and sewer systems; solid waste disposal is a burgeoning rural 
problem; in many rural areas there is a lack of credit for bousing, 
venture capital and even public facilities. 

In terms of Federal spemling, the disparities continue to grow. When 
total Federal outlays are divided by the number of persons living in 
metropolitan and nonmetropolitan counties, the nonmetro countiea 
get less than the metro areas. The difference is 17 percent, or $680 per 
■capita for the nonmetro counties as opposed to ^$779 in the metro 
areas. 

Furthermore: 

57 percent of the Federal outlays in fiscal 1970 went to the 
most urban counties. 

Only 3.3 percent weik^to sptirsely >^ettle(l rural areas with no 
urban population. * 

J'ederal outlays per person were highest in I he .semi-isolated 
urban counties — $835. 

l^east favored were the densely settled rural counties - $449 per 
person. 

Rural America is both separate and unequal. 

The people of rural America have been denied the quality of life 
which- metropolitan residents have come to accept as their right. 

This inequality is not, fair to those who continue to live in the 
countryside. To continue, the status quo is unwise if the nation is to 
seek a truly balanced social arid economic growth. 

The Rural Development Act of 1972 is not a simplistic effort to get 
a better return of tax dollars to rural America^ it is not part of a"fecheme 
to detract from the major cities. The cities are alreu^ly being debilitated 
by the new American exodus of people and treasure to the suburbs. 
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This lfe^slat\n is a second stop to brini^ some p!annin^^ and saiiitv 
to national ^rowtlj patt.orns that will provide Ainericans^with a frQ^dom 
'of residence— a choice of where they may live and work ; a choice \v1iich 
they do not presently have. The first step in this direction was the' 
enactment of Title IX of the Afrricidtural Act of 1970. The journev 
to the goal of directed, f)lanncd and balanced national growth is \i 
long one, Even the longest journey insist begin with a single step That 
^as been taken. It is time ta take another. 

Rural I)evelop.ment Credit an Investment 
A Total Approach • - 

The W'two titles of the Rural' Development Act of i972 deal with 
first thirl^ first - the urgent need for expanded (Tedit and investment 
in rural America fori^all purposes. ; 

Obviously, the first steps toward meaningful rur^d develoi)mciit 
must be aimed toward strengthening the economic f)osition.of farmern 
and the AdminLstratioii report.s that the reiiuirement.s for farm credit 
are e\j)ected to double in the next several years. Title II of the pro-i 
posed legLslation takes a broad spectrum approach toward miking 
this credit available, m an effort to make family farming something 
more' realistic lhan 41 political catch phrase. 

But sfnall town residents have significant credit and investment- 
problems too. Ihese are seen to in both title I and title II of the bill. 

logether, title I and title II iKMvresent a total approach to solyiiig 
the problems which rural people have in obtaining credit, and both 
titles go a long way toward encouraging investment in the American 
countryside- the forgotten frontier. This approach to rural non-farm 
development c red j4. needs is modeled upon and parallels the successful 
ai)proacti provuled by Farm Oedit Administration and Farmers 
Home Administration in meeting rural farm credit needs— the former, 
a borrower-owned hard credit private btvwking idtructure; the latter' 
a governmental credit source of la.st resort. . ' 

In Agriculture . . - 

In the old days of 40 acrea and a mule, American agriculture 
operated on-revolvmg credit, built around thecrop cvcle. But now the 
nuile has all but disappeared and the 40 acres that was once an 
efficient farmstead/fe more likely 450-acres. 

' Animal and \u^^ labor have' been replaced by combines, tractors 
and a m>Tiad of specialized kinds of fa,rm of)erating equi|)nient now 
considered essential if a farmer is to F)roduce the most his land will 
give at the lowest cost. 

A.S a resiilt of these changes ;n agriculture, the need for farm credit 
has increa.sed euormously. In addition, the higher start up costs of 
getting into agriculture in the first ^)lace keej) many young people 
out of a farming career unless they are ifortunatc enough to inherit 
an equipped farm. 

The inability of both prospective farmers, and those who have 
toiled 111 the fields for years, to get credit when they needed it has been 
a cansulerable factor m the decreasing number of those who farm. 

Certainly the Farm Credit System has taken up much of the slack 
But the ^'credit of last resort^' or ''soft credit" [)ro\ided by the Farmers 
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Homo Administration ikhmIs .stnMi^tho;\iii^. Iliglior costs of macliiiiory 
and other operating materials liftve made tlie existing operating loan 

• limit'ofthe Farmers Home Administration uiirealistic. 

At present, these loans anj direct loans, with the money eoimng 
out of the TiVasurV. This legislation j>roposes that these loarw beeoine 
jnsured loans instead, so that the aiHoiint of money av;ailable under ttys 
program can be expand^Ml ronsidenibly. In addition it would raise the 
loan limit from $35,()()() to $5(),()()(). The legislation would also givo 
special hel|) to young people who wish to get started in farnung or uu 
some other enterprise. * ' ^ r * i ^ 

The Farmers Home AdministrtUion has report^nl that half of those 
who, fof one reason or anotlier, are unable to get this soft credit 
ev'entuallv leave fanning. . . i ' i 

If a systerh of family owned and- operated agriculture is what 
America deems to be desirablo, as opposed to national domination by 
a few large conglomerate entities, then this credit of la.st resort must 
be strengthenecl and' made viable. • * . ' 

Nonjarm Rural' (^red'd 

Because of the unique circumstances by whic)i the financial 
system works in rural America, it is (dear that. rural funds tend not to 
revolve within rural communities, but instead, they flow largel^t into 
the largest population centers. They flow into bond markets, stock 
niarkets, insurance companies,- (^or|K)rate bank accounts and trust 
fund;:^ -all of which are uniquely metropolitan. 

There is some flow of urban dollars into rural areas, but the amount ' 
is not so great, becairw*<ural areas are not maintaining and using their 
funds locallv. , " i 

Small town banks are limited by small reserves from makmg largo 
loans, and the requirements of regulations vuider which they operate 
force them to loan money' for, short periods of time to ^hose who 
ref)resent no risks whatsoever. Often small bank reserves are invested 
* , in government bonds instead of being loaned out, onH again heighten- 
ing the flow of rural money to metropolitan centers. 

Thfre are nearly 14, ()()() banks in this country. Of this number, 
^5,()()() have less than $5 million each in (leposits, considered by many • 
to be the mininium economical size for a b'ank. Nearly all .of thi(^se 

* ^smaller banks are located in rural places': Even though many local 
Vural (l(»velopnient efforts are led by bankers, inherently, these bankers 

now have oidy limited means at their disposal to accom[)l!sh what they 
wish in^erms of economic development. y 

This lack of investment power 'by banks, and the lack of venture 
capital by rural entrepremMirs is a crucial flaw, because research has 
shown that programs of the Federal government designed to ^ssist 
fcusiRess investment appear t(^ have the greatest impact geographically 
by inducing additional- economic activity'^ Vet there are no Federal 
credit programs that provide a line of credit for a broad range of non- 
farm rural community and business needs. 

Many small cvmmvmities are i)revente(l from doing those things which ^ 
attract economic development because they do not need enough money. 
Few bond houses will handle issues of less than $500,000. The same 
^ situation exists v^th stock issues. *As a result, nonrevenue producing 
services are completely neglected by rural communities, amt even 
credit for sclf-liguidatin^, or partially self-liquidating activities, such 
as, water and sewerjines, is hard to come by. * 
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Uhless more credit is made available for projects which can pay 
at least a part of their own way, small towns' will never be able to 
use local tax dollars (ox those things which improve th* quality of 
rural fife; make communities a,ttractive for commercial expansion; 
and are part of the Americftn way of^ living which m6st non-rurat 
residents t^ake for granted.. / , ' . 

It is estimated that the cost of all anticipated rural water and 
sewer needs is more than $13 billion.' " 

^ A siyk^j of the availability of credit in Kentucky revealed : ' 

.Although borrowers «eem to have acceg? to a great number.of 
sources, credit funds for economic development oppiear to be 
1 .relatively scarce. There are alternative sources of credit ^or 
fpeciaj kinds of lending, such as housing and farming. Busi-* ' ^ 
^ness and commercial needs, es^>ecially for development, 
'however, have few alternatives to commercial bank credit. 

^In a report by Iowa Stat^ University orf The impact of Pppulatibnt 
'Change on Kural Community Life, it was reported that approximately 
30 percent of those interviewed i^ Greene County, Iowa, identified 
, the lack of credit and loan services as' a major problem. 
- The National Advisory Commission on Food and Fiber said: 
Ev^n though agricultural cfipital may be generally ade- 
quftte in rural areas, the nonagricultural capital available is 
generally inadequate. Such beneficial policies as preferential 
reserve requirements for country banks' under the Federal 
* Reserve System, the Smdll Business Administration ^anfl the 
Area Redevelopment Administration have been helpful — but 
,^ th^jfhave not been enough. 

Title ^j-Rural Development and Financial TIesources Act 

short explanation of title i 

'This title "provides for the establishment of a borrower-owned 
rural #non-f8,rm development' credit banking system similar to the 
Farm Credit System. 

The new system wpuld be called the Rural Development Credit 
System, and would consist of-~^ 

(1) a Federal Rural Develop^ient Credit Board (referred to as 
"Federal Board"), which would establish general policy for the system. " 
(Subtitle B — sections 201 and 202); • 
^ (2) a Federal Rural Development Credit Agency' (referred to as 
^Federal Agency"), an independent agency in the executive branch, 
beaded by an Executive Director, which would exercise general super- 
vision over the system (except the Federal Rural Development Invest- 
ment Incentives Administration) (section 308), finance rural devol- 
opment projects, (sectio:^^09, 312, 313), and provide technical 
assistance in developmental banking. The- Secretaiy of Agriculture 
is authorized to insure financial assistance extended by. the Federal 
Agency (section 314) (Subtitle C— sections 301-315); 

^ (3) Ten Regional Rural Development Banks (referred to as ^'Re- 
gional Banks'v, which would be Federally chartered instrumentalities 
of the UIut^d States; would taise funds through the s«^le of stock to 
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the United i^tates, District Agencies, Participants, Cooperiitors, other - 
rural finahcial institutions, ^nd borrowers an(t through the sale of 
debentures; and would extend financial assistance for rural develqp- 
.ment purposes directly or through District Agencies, rarticipauts, 
cooperators, or^ other financial institutions. (Subtitle D -sections 

*^r4f ^D^stncfc /kural Development ('redit Agencies (referred to aB 
"District Ager^cies^O- These would be financial subsidiaries of multi- 
mrisdietional planning and development districts applymg for and 
receiving charters as instrumentalities of the United btales. Ihey 
would raise funds through the s(>le of stock to the United States, 
borrcwer^, persons eligible to borrow. Participants, cooperators, and 
investors; and wpuld extend financial, assistanc^e (pr, rural devejop- 
meht purposes ^ and' other' ret[uirements either du^ectly or through 
Partlcmants and- cooperators (Subtitle sections 501-507); 

(5) Participating KOral Development Financial Institutions (re- 
ferred to as "Participants'^ and cooperators. Any fin^ifeial institution ^ 
or unit of local general government could (1) upon application be 
desimatild a Participant, o^. (2) aualih<ias a Cooperator by parti^' 
pating ina loan for a Kegional Bank or District Agencv and purchasing 
nonvoting stock equal to one percent of the loan. Participants and 
cooperators could obtain and extend financial assistance from and for 
District Agenciea-and Regional Banks; but only a Participant could 
purchase voting stock (Subtitle F— sections 601-609) ; and 

(6) a Fedej-al Rural Development Investment Incentives Admm- 
istration established and supervised by the Federal Board and headed 
by an Administrator, appointed and serving by and at the })leasure 
of the Federal Board and the President. It would provide interest 
supplements and capital augmentation grants to assist nirkl devel- 
opment. (Subtitle G— sections 701-707). ^ 



GENERAL STATEMENT 



A General Purpose —Thx^ title provides for a permancvat system of 
rural development credit banks and related financial institutions and 
services— modeled after the Farm Crbdit System, >ut separate 
therefrom— to support the existing private rural banking syst(nn lu 
meeting the credit needs of both rural communities and rural private 
business enterpiases. This system would utilize the nation s existfug 
network of commercial banks, and would eventually become a wliolly 
independent credit systein owned by borrowers and local banks, 
other financial institutions? and units of bcal Rovenunent without 
reliance upon Congressional appropriations for loan fiSi^or qi)orating 
Axnenses 

B Federal Rural Development Credit Board.— This Boards would 
establish the general policy for the entire Federal Rural Developrneut 
Credit System and all its institutions in carrying out the provisions 
of this Act The Board would be composed of 15 a^jpointcd and 4 
ex-officio members. Appointed members would be appointed by the 
President by ^d with the advice and consent of the Senate. li.x-otiicio 
members would include the representative of the Secretary of Agri- 
culture ser\w on the Farm Credit Board; the Governor of the Farm 
Credit Administration; the Executive Director of the Federal Rura 
Development Credit Agency; and the Admmistrator of the i^ederal 
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-Sni^J^ K' ''"AP''^'''"'',"^ Incentives Administration. Tsvehe of 
-the 15 members of the Board must be legal residents -of n.ral areas 
and aji . members of the'Board would be appointe^S six year terms 
-with the exception of the first appointees ' ^'^ y^*""^ terms 

K„ the New CredU and Investment Incentive System would 

exoe'Tte ; m lli'^ 'n "i»'»'-"l>'--^i- (^n^esf ornorS 

rl: \ an"''tt"y ror lO years for the- Federal Rural 

Deve opWn Crec .f A^enc). to purchase stock of RegoZ Ri" a 

DevelopiWnt Banks all of which would eventually be reti ed and 
>N^a.d to\the Federal Tr^asur.. Stock, (iebentures/Jnd bSs would 
. be sold m regional ami central, money markets by suf h baS and bV 

the FecU-ral kural- Development Credit Agency ^rbehalf'of such 
.banks. Not- o exceed $100 nnllion annually would bVauthonzed 1 6 be 

appropriated .by CongresS for tbe Federal Rural DeVelopmeT/lnvest 

expaasion of -pHvate enterprises mto rural areas and to nroviL 
financial a«si.st«nce to public badie.s in canring out nird develnnS 
project.s. This financial assistance could Kadr^tt n Se foZ^^^^^ 
an interest supnlerpent or a capital grant. Only n ib ic and nonZfit 
entities would L eligible for th'e capftal grants'^C both privatfanc 
public entities Wcnild be eligible Jormterest supplements 

V r f StrHct»re of the New System, under policv 

^TrelW a"I " .T"''' '".i:''"'^ Rural DevelopmeS 

t 1 - i lf''"?;^T"^^•''' Kxecntive Director appoibted by the 

FcH er,l R„nJ DeVelcmment Credit Board with the aclVicelnd coLent 

2. W h"}' T V'"""' I^^v-elopment Banks woTd Se 

established o serVe all regions of the nation. These banks would 

wXn P«"h ; "^^'•'"""''^ .'•^9>'irod for rural' development pu po es 
within each region, supervise rural multijnrisdictional District Rural 
T'^'"' i"^^""""' ""'^ participating local financirin 
stitutmns, and issue oan guarantees, debentures, bonds ancT other 
. obl.gation.s to gather funds from-centr'afiYioney markets to he maclJ 
ayailabje in rural areas for conmnuiity development p oje ts and 

o? Direct or.^^h^"' '^^T/""'^^ ^-^ ' o^ bS 

of J>,rectors--buf would he reciuired to operate within the policy of 

the Foderal Board and under supervision of the' Federal Agency, fiach 
Bank would have a President, .selected by its own Boardto .serve as 
chief executive officer. V i".-.tiyi u.s 

District Rural Develoj|ni^nt (Vedit Ag^encies could be ef^tablished 
under he system, as hnaW ial subsidiaries of any multijuriSional 
areawicle, -enera purpose\planning and development c istSt estnb- 
S .) n'-n^"^''/'} «7ve rural areas. These District financial agencies 
^ould own capital stc)ck of and obtain financial a.ssistjmce /rom the 
Regional Banks. These District agencies would, in tiirn.Trov de guar- 
anties, in.surance. «r discounting for loans made by par icipatingTo?il 
financia in.stitutions. Local banks and other financial nsSuUons 
and units o general government in rural areas could aj.ply for and 
become^ qualified o act as ,,«rticipants in the Rural Dev-elopment 
C reclithystem, anc would thus become the local point at which poten- 
tial borrowers would submit aj)])lications. 

In addition to the system of credit agencies established by this bill 
woulT hi V^^'^ "l»">f"' Investment Incentives-AdmrnistraSon 

V^tLK"'fl^ "V'"" the c irect control and .supervision of the 
ledJpral Rural Develojment Credit^oard,- but would be operated 
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independently of the Federal Rural Oedit Agency and its related 
institutions. An Administrator would bo appomted by the Federal 
Board to serve as the chief e;cecutive officer of the Investment Incen- 
tives Administration. The function of the Administration \vould be to 
administer the rural hx^ation incentives program of interest' supple- 
ments and capital grants. Eligil)ility for rural location incentives would 
be in accordance v^^Jth strict criteria esta))lished in the bill. Provision 
for this investment incentives ])rograrn is in .reco^ition \}l the na- 
tionally established policy pro^i^ated by i^onprress tf foster a niore 
balanced national (listributionii|Hop and economic growth in 

the United States »cs cited in Tlf^TX of the 1970 Agricultural Act and 
Title VII of the 1970 Housing and Urban Development A(;t.- 
* E. Loan Purposes. — Guarantetvs, insurance, or rediscounting of local 
b^nk loans could be oBtained through this^w credit system for rural 
development purposes,' as long a^such ])urpo.sefej;ontribute to balanced 
national growth ])olicy or the enhancement of rural communities or 
rural areas as a i)lace'to live and make a living. These are the same rural 
development puri)0ses listed by the President in his 1971 and 1972 
Rural Commlinity Develojmxent messages to Congres^^ 

Eligible 'borrowers under this n(»w credit system would inplude 
individual persons, partnerships, corporations, (^operatives unable to 
obtain needed funds from the Banks for Cooperatives under the Farm 
Credit System, public and quasi-public bodies and their instrumen- 
talities and nonprofit private associations. However, loans are 
restricted to borrowers who cannot obtain credit elsewhere. Borrowers 
woidd be required to purchase capital stock m the credit .svstem, as a 
conaition of loan' approval, itx an amoifnt equal to not less than 5 
percent, and not more than 11 percent of the loan amount applied 
for Loin apf)licants must demonstrt^te that the project or entei^)rise 
for which the loan funds wi:ll be utilized will pnmari+jn operate within 
a rural area and benefit rural residents, ^plicahts a\h must demon- 
strate that the project to be financed witlt^an fvuuls /(Min»(l from the 
svstem will not result in the geographic transf(^^<Jf displacement of 
emidoyment opportunities or business activitio^L^ewhere in the area, 
in another area, of a competing firm, brantj-fi plftat or contractor or 
subcontractor of either, or in the creation of addeW capacity in any 
industry already suffering from excess..capAcity. Th^ applicant s loan 
application also must have the endorsement of the /nultijurisdictional 
Governmental planning and development district,, if any. certifying 
that the proposed project is not inconsistent with the current com[)re- 
heusive (livelopment plan for the district where located. 

Neither the Tit+e I or Title; II credit programs would be duplicative 
or Competitive with the rural housing, banks for cooperatives, and 
other programs available under the Farm Uredit A(*t of 1971 or with 
the credit available from the i)rivatc banking system of the Nation. 
A cooperative wovild be expected to make full use of the assistance 
available from the banks for cooperatives and to depend fipon the 
Rural Development Credit SvMein or the Dep»u*tment of Agriculture 
only for that part of its finan^g that it canno^ obtain from the banks 

for cooperatives. , ^ , . j . c * 

The Committee intends that Rural Development ( redit System 
will utilize to the fullest e.xtent possible the credit and grant resources 
of other Departments and'Agencies of the Federal and State govern- 
* ments and the financing and services of private baidcs and other 
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financial institiitions, and to strengthen them, through reliance upon 
•gj^aranteed loans, insured mortgages, or discounting of loans made by 
them. Institutions of the Rural Development Credit System are 
auth^nJed to participate with other credit agencies in making loans 
to eligiblp borrowers. 

F. Loan TermHy Conditions and Security Requirements. Terms and 
conditions of financial assistance extended bv this new credit system* 
would be established by the appropriate Regional Rural Development 
<>edit Bank or District Agency subject to the rules arid regulations 
of the Federal Rural Dcveloi)ment Credit Agency and the policies 
of the Federal Rural Development Credit Board. Such "te^^s and 
conditions, may vary depending on the rural development piSrpose 
intended. The amount of security required to assure payment of 
principal ami interest -would be determined by the District Rural 
Pevelo))ment Credit Ageiu^v. * 

G. fWdit Insnra^ice.^oki^ations of the new credit system could 
be insured by the U.S. Secretary of Agriculture, who could, also, 
insure or- guar^ntrt. re[)ayment of financial assistance extended by 
the system. ^ ivff^nmorir(iollars is authorized to be appropriated as 
initial capital for a revolving fund to be used to provide such insurance. 
AU the premiutpj^ charged for such insurance would be deposited in 
the fund. Such m.suraru^e by the Secretary of Agriculture would carry 
the full faith and credit of the United S.tates. 

H. Financial Sapervision, Examinations and Audits Athe new credit 
system would be perforn>ed by the Farm Credit Admuustration, on a 
reimbursable basis, and by the General Accounting Office. 

I. Tax Status. —The Regional Rural Development Banks and their 
related agencies shall be subject to Federal, State and local tax^, both 
as relates to property and income from any obligations purchased, 
except for penods when the United States owns capital stock in the 
institution upon which a special Federal franchise tax must be paid by 
the mstituUon. , 

J. PMrcjfase,' Sale ' and Liability of Obligations. —E^ch Regional 
Rural Dei-eloprnent <^:redit Bank may purchase its own obligations 
and the obligations v. any other such bank and may provide for the 
sale of obligations issued by it or issued jointly by it with one or more 
other regional bardcs. The Federal Rural Development Credit Agency 
would establish a sales agency to be used for the purchase and sale of 
these obligations. Long term obligations of the Regional Banks would 
be limited to twenty times the capital and surplus of all the Regional 
Banks. Each Regional Bank would be liable on its own obligations and 
for interecit paymeats on joint obligations of other Regional Banks. 

K. Interest Rates tm Financial Assistance provided by this credit c 
systeih would reflect.the cost of money in the central money markets 
of the Nation plus losses, operating expenses, and the cost of loan 
processmg and servici^. 

L. Loan Application Proce8s.~AfteT a determination has been made 
that an applicant has been unable, within a reasonable time, to obtain 
needed financial assistance frorh other private or public sources at 
rates and conditions required, to contribute to the purposes of the Act, 
the applicant would submit his loan application directly to a local 

Earticipating member of the new credit system, such as a local private 
ank or other financial institution or a local unit of government. If a 
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local financial institution or government unit xa not available to make 
the loan to the, potential borrower, the borrower may go directlv to 
the nearest District Rural Development Credit Agency, or if need be, 
directly to the Regional Rural Development Credit Bank serving the 

area. ' ~ . . . i , 

When the local private bank or other financioil institution or local 
participating unit of government receives a rural development loan 
appUcation irom a potential borrower, the institution may make the 
loan out of its own funds, or it may take one of the following courses: 

(a) Mdke the loan and obtain a guarantee of repayment of 
interest and principal from the District Agency; or . 

(b) Obtain mortgage insurance thereon from the Distnct 

Agency; or ' x^. • * • 

(c) Mnance port of the loan and ask the Distnct Agency m 
cooperation with other credit * sources (public or private) to 
finance the rest on a participation basis; or • t^. • . 

(d) Mftfte the loan with an understanding that the Distnct 
Agency will "{iurchase the obligation paper involved; or 

(e) Make the loan and discount it with the District Agency. 
In any event, two things would be required in all cases where the 

financial assistance of thelDistrict Agency would be required: • 
^ First, the participant (the participating local financial mstitutiou 
^r local unit of government) would be required to endorse the note 
. and assume part of the risk; ^ • i • 

Second, in every case where Distnct Agency financial assistance was 
expected to be called upon, review and approval of the obligation m 
accordance with standards of the District Agency and with the 
district development plan would be required. ^ t^. • a 

Loans or other financial assistance whicli the Distnct Agency 
could not provide from its own resources would in turn be sold to, 
discounted or rediscounted with, or guaranteed or msured by, the 
Regional Rural Development Credit Bank. 

The Regional Rural Development Credit Banks, usmg their 
accounts receivable 'along with capital, reserves and surplus, as col- 
lateral would individually, or jointly with one or more other Regional 
Banks,' sell debentures, bonds, or other obligations on the central and 
regional money markets of the Nation to obtain funds to use m 
making financial assistance available\ to borrowers through the 
District Rural Development Credit Agencies and the Participatmg 

Local Financial Institutions. ^ 

^ . ^ , 

' Section-by-Section Explanation^ 

SUBTITLE A — FINDINGS, PURPOSES, AND DEFINITIONS 

Sec. 101. Title and Findings and Purpose 

This section makes findings with respect to the importance of farm* 
' ing and forestry and the nee^ for improved community facilities 

and better employment opportunities. It is the purpose of this title 
-.to provide for the ^ancing of these facilities and job opportunities. 
1a • Rural Development Bankmg System is needed to provide this 

financing* 
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Sec. 102, DefinidoftH 

This Hection defines '^Rural Devolopment (Vedit System/* ^Vural 
area, *rural (leyelopinent i)ur|)ose/* ^Uocal general government/' 
^ Re^onal Bank/* ^repjion/* ''federal Board/* ^District Agency - 
Participant, ''Pedernl Agemy/* ♦'Executive Director/' ^'and finan-' 
cial assistance.** 

The term "rural area** is defiued as all territory that is not within 
the outer boundarv of any city having a y)opulation of 50,000 or more 
and adjacent territory that is not within a suburban urea having u 
population density of more than one hundred persons per square. 

In applying this definition, the Secretary of ^Agriculture will use 
data from the latest decennial census of the tJnited States. 

^rhe term "rural development pnrj)ose*' means anv public or private 
project that will cOntnbute to a balanced national growth policy and 
to the enhancement of any rural area as a place to live The^ term 
specihcally mdudes, but is not limited to,nwelve kinds of nroiects 
which are listed. t 

The Rural Development (Vedit System consists of the following— 

(1) A .supervisory Federal Agency whose chief executive officer is 
ca e( the Executive Director, and \Niiose policy-making board is^ 
called the federal Board; 

(2) a Federal Rural Development Investment Incentives Admin- 
istration to nroyide subsidies .for rural development purposes;, and 

(3) the foUowiug institutions which will make loans for rural develop- 
ment purposes: ' ' 

(a) Participants (also known as Participating Rural development 
Financial IristHutions) — Ajiy locaJ bank or other financial institution 
or any unit of local government, which is designated a participant 
under vSubtitle F; " ^ 

(b) District Agencies— Any financial agency of a mvdti-juris(lictional 
planning and development district of a State designated by' the appro-' 
priate. Regional Bank under Subtitle E, 

(c) Ten Regional Banks established in Subtitle I). 

SUBTITLE B. — FEDERAL Rtr^L DEVELOPMENT (CREDIT BOAHD 

Sec. £01. The Federal Rural Development Creidt Boards Organization 
and Compensation 

(a) This section creates a Federal Rural Development (Vedit 
Board of 19 members. Fifteen^iembers, each from a (liferent state 
wQiddi)e aVl)()inted by the President with the advice and consent of 
the Senate. Not more than eight members can l)e from the .same polit- 
ical j)arty. In making appointments the President will attempt to 
provide Jair representation of different geographic 'regions and eco- 
nomic mterests. In addition, the representative of the Secretary of 
Agriculture on the Farm (Vedit Board, the Governor of the F^arm 
Credit Administration, the Executive Director of the Federal Agency 
and the Administrator of Federal Rural Development Investment 
Incentives Administration would be ex officio members. 

(b) All members of the Federal Board would be citizens of the 
United States and not less than/12 appointed members wovdd be 
residents of rural area.s. 
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(c) The Federal Board would elect a chairman tuid vice chairman 
from among its members. The Federal Board would elect a Secretary 
fromj among its members or from outside its membership. These officers 
would be elected for one year terms. ' , 

(di No api)oiiited Feclernl Board member could be an officer or 
emplovee of the linked States or any state or any of th^ instituticms 
of the Rural DevelopHient Oedit System or of >the Farm Credit 

^\e)*"Appointed members of the Federal Board would serve for 
terms of six years, except for the first members appointed, who would 
be appointed for staggered terms of 0, 4, and 2 years. A person ap- 
pointed to fill Hn unexpired term would serve only for the remainder 
of the term for which his predecessor w'as appointed. 
' (f) The Federal Board would establish its own ndes of procedure, 
except that a majority of all members of the Board would constitute 
a quorum for the transaction of its business. 

(g) Each appointed member would receive $200 a day for not miore 
than 75 dtivs of meetings each year. All members would be reimbursed 
for travel and reasonable expenses incurred in discharge of their 

offi^uaU U p^^^i^^^i Board woul^l hold at least four jegularly scheduled 
nieetihgs a year. Special meetings would be held at the call of the 
chairman or of any three members of the Botird. . ^ . 

Sic. 202. Powers of the Fmleral Boards ; 

The Board would establish the general ])dlicy for all institutions of 
the Rural Development Credit System. It would function as a unit 
And it would n^t operate in an administrative capacity. 

SUBTITLE C — FEDERAL RURAL -DEVELOPMENT CREDIT AGENGY 

Sec SOi^ Federal Rural Development Credit Agency; Execv tire Directqr 
This section establishes an independent agency to be known as the 
Federal Rural Development Credit Agency to be headed by an 
Executive Director and to be responsibly for carrying oik the programs 
providi?d for in this title. 

Sec 302. Appointment of Executive Director^ Salary and Expense 
Allowance ^ 
frhe Executive Director is to be appointed with the advice and 
cciisent of the Senate, bv the Federal Board, and he will serve at the 
i)l\isure of the Federal Board, except that during any period in which 
he nolds stock in any Regional Rural Development Credit Bank his 
ai)i)ointment shall be subject also to aj)proval by the President and he 
shall serve at the pleasure of the President. His compensation would be 
fixed at the rate prescribed for positions in level IV of the Executive 
'^av Schedule which currently is $38,000 per annum. 
Sec. 303. Compliance With Board Orders 

The Executive Director would be* responsible for carrying out the 
functions of the Federal Agency and the policies of the Federal Board. 
All aMs of the Executive Director will be conclusively presumed to be 
in compliance with Board wders. 
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Sec. 304> Rural Dsvelopmsnl Credit Organization 

The Executive Director is authorized to*fix the powers and duties of 
the divisions of the Federal Agency and to appoint and employ 
personnel. He will provide on a reimbursable basis administrative 
mapa^ement services to the Federal Board and the Federal Rural 
Development Investment Incentives Administration, 
Sec. 80S. Seal 

'^^^^ section provides for a seal of the Federal Rural Development 
Credit Agency to be adopted by the Executive Director and to be 
judicially noted. 

Sec. 30^. Administrative Expense 

This section authorizes the Federal Agency to make necessary 
expenditures for proper administration of the Act. 
Sec. 307. Allocation of Expanses 

This section provides for the assessment of the institutions of the 
system for their appropriate share of the cost of administering this 
title, Dunng the first five fiscal years of operation, approbriations 
would be authorized to augment such assessments. At the end of each 
fiscal year, the Federal, Agency would re-determine the appropriate 
assessment for each institution and appropriate adjustments would be 
mode. 

Sec. 308. Enumerated Powers^ 

This section enumerates the powers, functions, and responsibilities 
of the Federal Agency, In general they provide for the supervision and 
direction of the System. Some of ^e enumerated powers are: 

(a) Modify the territory of the Regional Banks, subject to approval 
of the Federal Board and the^President. ^^fr 

(b) Issue and modify Federt* charters and designations of institu- 
tions of .the System and approve changes in the names of banks 
operating under the Act. 

(c) > Anprove the merger of Regional Banks. « 

(d) Make annual reports to the Congress on the condition of the 
Credit System and make recommendations for such legislative changes 
as are Reeded, 

(e) Coordinate Regional Banks and approve standards of Regional 
Banks, ^ 

(f) Prescribe and review loan security requirements* and prescribe 
which loans can be made only with prior approval. 

(g) Approve the issuance of obligations of the institutions of the 
Credit System and execute consolidated obligations on behalf of the 
Regional Banks, 

(h) Approve both interest rates paid by institutions of the System 
on their obligations and the interest rates these institutions charge ' 
their borrowers, * 

(i) Make investmentff in stock in the institutions of the Credit 
System and require the 'retirement of such stock, 

(j) Regulate the relationships among institutions of th6 System. 
' (k) Provide services necessary for effective management of insti- 
tutions of the Srstem. 

' (1) Underta^ research into rural development and the credit needs 
of rural area» and ways of meeting these needs. 
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. (m) Provide information on the System to the general public and 
to investors. 

(n) Provide protection of the assets of the institutions agamst 
losses caused by employees. ^ 
Section 309. Special Poiwen ^—...^ 

(a) The FederalAgency is authorized special powers until thertf is 
no net out-miOTjfcfion of population from rural areas. These special 
powers are: ur • 

(U^kfextend financial assistance with respect to the obligations 
of a State or local government to finance any rural development 
project; 

(2) to extend fmancial assistance to States or local government 
\o finance any rurSf^velopment purpose; 

(3) to extend financial assistance for the purpose of facilitating 
economic, physical, and social development in rural areas; 

(4) to establish terms and conditions for the financial assistance 
extended. 

(b) The Federal Agency will develop criteria to assure that projects 
assisted by it are not incohsis.tent with comprehensive planning of 
multijurifldictional planning and development districts and to assure 
that the projects will not disrupt oth^r Fedaral programs. 

(c) Financial assistance of the Federal Agency may not exceed the 
total capital cost of the project to be financed. 

(d) The Federal Agency will determine the interest rate on l^hcial 
assistance extended by 'it. 

(e) This subsection wall all6w States and local governments who 
obtain a part of the cost, of a project from another department or 
agency of the Federal Government and the remainder in the form of 
financial assistance from the Federal Agency, to chaise against its 
debt limit only that part of the total that represents the loan. The 
Federal Agency would extend the full amount to the borrower, jbut\ 
would arrange with tlie other Federal department or agency to ac(kpt \ 
its commitment to pay directly to the Federal Agency thp funds J 
are to be provided Dv the other department or agency." The borrower^ 
would execute an obligation to the Federal Agency only for that part 
of the total cost of the project that is not covered by the commitment 
of the other Federal Department or agency. The other department or 
agency is authorized to make the payment involved directly to the 
Federal Agency in lieu of paying'it directly to the borrower. 

(f) The Federal Agency is autht^ed to tenter into multilateral 
contracts and agreements in orderw^ encourage cooperation among 
local governments. 

(g) The Federal Agency is authorized to impose charges for its 

services. 

Section 310. Technical Assistance 

This section authorizes the Federal Agency to provide technical 
assistance ixya number of fields i^elated to the Agency's activities. 
This asaistmce would be provided directly, or through agreements 
with other' Federal and State agencies. In those cases where other 
Federal or State agencies are already conducting prograins of tech- 
nical assistance, the Federal Agency will utilize these existing pro- 
grams. The Federal Agency is authorized to employ or contract for 
personnel in those fields which are not covered by existing programs 
of^other Federal or State agencies. 
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The Fedenil Xgmcy in ^uitliorized urK^mjuirod to provide to appli- 
cants for a>i8ist»liico muU^r Chin title any iiecoH^ary UM-hiiical aHmHtnnco 
inchidinfr assiHtaiice in pluiuimp: to meet the requirement of environ- 
mental protection and multi-jurisdictional planning. 

Section 311. Delegation oj I hair, and Puwern to Imiituilom of the 
Syiitem 

^ This seetion authori/,es the Federal Af^'ency to delef^vte to any Re- 
gional Bank Hueh of xL^ (i^t^e^, powers, and authority anMnav be 
determined to bo in the intc^re^t of effective mhiunintration. It an- 
thonzej^ the Rej^ond Bank.^ and other inj^titution^j of the Rural 
Development Cre(ht syi^tern to acce|)t nnch dele^^ation^: and to redele- 
gate mich duties, pmven? and authority, in acconhmce with niles and 
^regulations of the I^edural Af^ency. 

Section 812. Agreement^} for Sharing LoQi^ffi 

The Foderal Apncv is authorized to enU^r into a^rreeInent^^ with the 
Kegional Bankn for ^^hanng tlie gain.s and lonse^ on loans or .securities 
held therefor. 

Section 813. Indirect Participation by Private Financial Sources 

The Federal Agency m authorized, on behalf of Rerionul Bankl^ and 
other institutioiH of the Rural Development (Vedit Svstern, to issue 
bonds, (lebentrure?^ and other obligations; to buv and .sell securities it 
ha^ iasue(l or fjuaranteed or whose inortffaL'e it has insured or in which 
It ha^i invented; toinvef^t funds not needed in its finanoinff operations* 
and to guarantee securities in which it has invested. 

Afrri( ulture would be aut^ri/ed to guarantee 
the obligations of the Federal Agency. The SeclEetary will collect a 
reasonable fee for thm guaranty and for the lUiaU^is of any obligation 
proimed to be lasued by the Federal Agency. The full faith and credit 
of the United Statics is pledged to the payment of all amounts guaran- 
teed under this subsection. ^. 

^,^]}^ may not guarantee pay^t of any obligation of 

the Pe(|eral Agency issued aft<»r the total i\h\hm\i of stock held by the 
It^xecutive Director jn the .severifl Regiottm Banks is less tlian an 
amount eqiial to 50 per cent of the total outsfliiKling obligations of the 
Regional Banks. 'V 

Section 314. Federal Iwiurance oj Obligatior^h the Agency 

The Secretar>' of Agriculture, Ufron. 'supplication by the Federal 
Board, m authorized to inspire any financial aasi.stance ext^mded by the 
l«ederal Agency. The Secretary is also authonzed to make a commit- 
ment for the insurance of a loan prior to the date of its execution or 
disbursement, if it ls determined Ihat such loan meets all the applicable 
criteria of this Act. 

The Secretary- will prescribe the terms and conditions of the 
insurance under thk section. Upon default by the borrower, the 
becretary will proviJe for full pa>Tnent to the* Federal Agency of anv 
unpaid principal an^ interest on an insured loan. 

The Secretary isf authorized to charge and collect premiums for 
insurance under this section. These premiums \viir be fixed at^tho 
lo\vest levels which the Secretary- and the Board agree to be reasonable 
and sufficient to keep the insurance program in* a souml position and 
maintain the revolving fund. 
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There is estal)lishe(l*ii n^volviiig fuiul to be used by the Seeretary 
to earn- out tl>e insurauee of fiuaneial assistanee under this section 
and tbe^uarantee of Hrianeial assistanee under section 31i^(b). 
Moneys in the fund not needed for operating expenses or tlie |)aynient 
of insurance irtay be invested in bonds or other oWigations guarante^l 
by tile United States. 

Section 315. First Lien ' . . 

The Federal Agency, the Regional Banks, and the District Agencies 

are each given the fiVst lien on stock insured by tbeni (except for such ► 

stock which is held by the Executive Director,); Jor the payment of 

any liability of the stockholder to such bank or agency. 
' » *■ , 

SUBTITLE D— REGIONAL HUKAL DEVELOPMENT CKEOIT BANKrt , 

Section 401. Blstahli^hment; Title; Xumber 

This section nrovades for the establishment of ten Regional Rura^ ^ 
Development Oredit Banks as Federally chartered iastrumentalities 
of the United States stibject to the policies of the Federal Board. Their . 
charters may moijified by the Federal Agency in a manner not 
inconsistent vvifh the provisions of this title. • r 

To the maximum extent practicable, the jurisdictional territory of 
each Regional Bank v/iW correspond to the rural areas of the uniform 
regions established by the President for the operation of Federal 
mgeneies. The headquarters of each Regional Bank will be located with- 
in the rural area which it serves. Although each Regional Bank is not 
required to main^din its headquarters in the headquarters city of t^o 
President's uniform region, each bank is required to maintain a liaison 
oftice in sueh city. The Board of any Regional Bank may establish such 
offices as are needed for the effective operation of the Bank's business. 
The territorial jurisdiction of any such office must include an entire 
multijurisdictional areawide general purpose planning a^id develop- 
ment district if it includes any part of su^*h di.strict. The headquarters 
of such an office must be located within the rural area served. 
Section 402. Corporate Existence; General Corporate Pimers 

This sectio(i provides for the corporate powers of each regional rural 
development credit bank. The bill recites a number of general corporate 
powers which are necessary to the operation of the Regional Banks 
as corporate bodies. In addition to these usual corporate powers, this 
section gives the regional banks certain authorities over the Distncfc 
Agencies. The Regional Banks must approve the salary scale of^^the 
officers and employees of the District Agencies and the compensation 
of the Chief Executive Officer. Also^ the Regional Bank will supervise 
the operation of the District Agencies. The appointment of the Chief 
Executive Officer of the District Agencies will be subject to the ap- 
proval of the appropriate Regional Bank as long iks the United States 
holds 33K per cent or more of the capital stock of such District 

Agency. , t-.- • * • 

The Regional Banks are authorized to delegate to District Agencies 
such functions as the Regional Banks may determine appropriate. The 
Regional Banks will require the District Agencies to endorse obliga- 
tions which are presented to the Regional Bank for the purpose of 
obtaining financial as^Lstance.^ ^ ^ 
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In order to enable the District Agencies to make fhiancial assistance 
available, the Regional Banks will purchase non-voting capital stock 
in the District Agencies. This purchase of capital stock cannot exceed 
each District Agency's pro rata share of the capital stock of the 
' Regional Bank held by the Executive Director on behalf of the United 
States. » 

This section authorizes the Regional Banks to borrow in the central 
"^^money markets of the Nation and issue obligations individually or in 
concert .with on.e or more other Regional Banks. The Regional Banks 
may -accepts deposits of securities or current funds from bori*ower8, 
partJicipants, ajid District Agencies and pay interest on such funds. 

The Regional Bonks may participate in extending financial assist- 
ance with one or more other Regional Banks or with private banks and 
other financial institutions in rural areas. 
* The Regional Blinks may conduct or contract for studies of lending 
and of nural development, provided that such studies do not duplicate 
research capability of Federal and State agencies- located in the sUte 
that is served. 

Section 403. Board 0/ Directors 

This section provides for a 12-member bipartisan Board of Directors 
for each Re^onal Bank. All members must be legal residents of the 
rural area within which the Bank is authorized to operate. 

Diflferent methods are provided for the appointment of the members 
of the Board of Directors, depending on the amount of stock held by 
the Executive Director. When the Executive Director Holds two- 
thirds or more of the outstanding ca,pital stock of the Regional Bank, 
nine Board members are approved bv the Federal Board from a panel 
of at lei^t 20 persons nominated by the Executive Director. The 
nominees cannot be officers or employees of the United States or any 
State government* or of any institution of the Rural Development 
Credit Systeni or the Farm Credit System. Three members of the 
Regional Bank Board will be approved by the Federal Board from 
a panel of five nominees elected by the holders of voting stock in the 
Regional Banks. These nominees will be subject to the same residence 
requirements and employment restrictions describ^ed in the preceding 
paragraphs of this section. 

As the capital stock held by the Executive, Director decreases, 
the number" of Bmrd members approved by the Federal Board from 
nominees of the Executive Director decreases. The number of nomi- 
nees elected bv the holders of voting stoi^ increases. 
_ When the Executive Director holds ffa capital stock in a licgional 
Bank, eleven iriembers of the Regional Bank's Board of Directors 
will be approved by the Federal Board from a panel of at least 15 
nominees elected by the stock holders of the Regional Bank. Only 
one member of the Regional Bank's, Board of Directors will be ap- 
proved by the Federal Boftfd from a panel of at least three nominees 
named by the Executive Director. 

The Board of Directors of each Regional Bank will elect from its 
own members a Chairman of the Board and it will select a Resident 
of the Bank, who will be an ex officio member of the Board. 

The Board of Directors may approve such other officials and execu- 
. tive employees as are needed. 

Members of the Board of Directors will receive $100 per day for 
the performance of their official duties. This compensation will not 
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be paid for more than 75 days in any calendar year. The members of 



and other expenses incurred in the discharge of their official duties. 
Section 404- Capitalization of the Regional Banks 
*ThLs srfction authoriteos the President of each Regional Bank to 
issue its prorata share ol the amount of outstanding capital stock 
- - of the Rural Development Credit System as determined by the 
ffi|lBral Board. The Federal Board in making its determination will 
tl^^ into account the unmet need for credit for rural revitalization 
of the territory served by the Regional Bank. The Executive Director 
is aXthoriied to purchase non-noting stock of any Regional Bank in 
the same amount that the Regional Bank is authorized to issue. 

Section 406 Regional hank stock; value; shares; Noting; dividends 

This section {Jrovides for the issuance by the Bank of stock of various 
classes at a par value of $5 each. 

The approval of the Federal Agency is required. 
Voting stock of each Bonk can be held only by District Agencies 
and Participants and borrowers which obtained financial assistance 
directly from the Bank Votir g stock cannot be transferred, pledged, 
or hypothecated except as specifically authorized by this title. A Dis- 
trict Agency may elect to receive nonvoting stock rather than voting 
stock. 

The amount of capital stock in each Regional Bank is to be increased 
from time to time in such amount as may be necessary to permit the 
issue of additional shares to borrowers and Participants so that they 
may become eligible for financial assistance. 

The Banks are authorized to is^ue nonvoting stock to the Executive 
Director of the Federal Agency and also to District Ageneles, Par- 
ticipants, other rural financiaTmstitutions, and to borrowers directly 
from the Bonk. 

The earnings of the Regional Bank, determined in accordance with 
approved accounting principles and practices, are to be distributed — 

(1) at rate of 10 percent of the net earnings for each year into 
the reserve fund of the bank until that fund equals 100 percent 
of the' outstanding stock; ^ 

(2) not less than 10 percent of the net earnings into a capital 
surplus fund uf the bank; 

(3) the payment of a franchise tax as required by section 407 
for any year m whieh stock is held by the Executive Director; 

(4) not less than 10 percent of the net earnings towards the 
retirement of nonvoting stock and any other indebtedness of the 
Regional Bank h^d by the Executive Director; 

(5) thereafter, the remaining net earnings may be paid as divi- 
dends on no|ivoting stock held by persons other than the Execu- 
tive Director, but at a rate not to exceed the average cost to the 
Regional Bank of funds obtained through the issuance of bonds, 
dividends, and other obligations; and 

(6) the remaining net earnings shall be paid aa dividends on 
voting stock as determined by the Bank's board of directors: 

Provision is made authorizing the sale of nonvoting stock, or its 
conversion into voting stock, and for the sale of voting stock only to 
District Agencies and to Participants or borrowers who obtain financial 
assistance directly from the Regional Bank. 
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Nonvotin^t ^oc^^cm be redeemed in accorclance with a schedule 
of values set from time to time by the Regional Bank. Wh^n the Dis- 
trict Agency, direct Participant, or direct* borrower reduces its out- 
standing iniJebtedness to the Regional Bank, it may convert its voting 
stock into nonvoting stock or surrender it for redemption or for 
credit to extinguish its final indebtedness, in accordance with the rules 
of the Regional Bank. 

Nonvoting stock held by the Executive Director may be retired at 
anv time subject to the approval of the Federal Agency, and is required 
to be retired each year to the extent of available earnings as provided 
in subsection (e), item 4, of this section. 

Section 406. Ooveming oj Policies y Programs and Procedures of Regional 
Banks ^ 

This sec'tion requires the Federal Agenpy to est^lish and promulgate 

Eolicies and regulations to govern the Regionalj^^aaks. Any Regional 
iank, it^ Board of Directors, and its Presideft^iall be conclusively 
presumed to be acting in accordance with such p^Jcies and regulations. 
As lon^ as the Executive Director holds stock in the Regional Bank, 
the poUcies, program, and procedures of such 'Banks shall "be subject 
^*to prior approval by th'e Federal Agency. ■ 

Section 407, Stock PurcKased by Ei^ecutive Director: Retirement; Fran- 
chise Tax 

This section authorizes the Executive Director to purchase stock in' 
any Regional Bank to help such Bank inaugurate lending operations 
or meet emergenc}' credit needs of hprrowers. The operations of the 
R€»gional Banks will be subject to audit by the General Accounting 
Office. The Executive Director will require the Bank to retire this 
stock whenever the Bank has^resources available to do so and^when 
the need for such investment is peduced or no longer exists. For as long^ 
as the Executive Director holds any stock in a Regional Bank, the 
Bank must, before declaring dividends, pay to the United States a 
franchise tax equal to the lower of (1) 25 percent of its net earnings, 
or (2) a rate of return based on the average annual rate of interest on 
all public debt issues of the United States and the number of days 
that stock is outstanding during the year, ^ 

Section 408, Subscription by the United States oj Capital 

This .section authorizes the Executive Director to purchase stock 
of any Regional Bank on behalf of the^nited States, ° 

Section 409, Power to Borrow, Issue NoMmBonds, Debentures, and Other $ 
Obligations 

This se(jtion authorizes the Regional Bank mth the approval of the 
Executive Director to issue its own notes, bonds, debentures, or other 
obligations. With the approval of the ExdSutive Director, it may join 
with any or all Regional Banks in borrowing or issuing consolidated ' 
obligations. In joining with other Regional Banks, each Bank will 
not exceed the limits to which it would be subject as an individual 
Bank. -0 , 

Section 410, Aggregate oj Obligations; Becurities 

This section limits the long-term obligations of the Regional Banks 
to 20 times the capital and surplus of all the Regional Ba^s primarilv 
liable thereon,- or such lesser amount ^s the Federal Agency shall 
establish by regulation. 
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Each Bank is to maintain free from anjr lien or other pledge, notes 
representing loans made under the authority of this Act, obligations 
of the United States, other readily marketable securities, or cash in 
an aggregate value equal to the total amount of long-term obligations 
for which the Bank is prunj^rily liable. 

Section 41 1. Liability of Regional Banks . • , 

Each Regional Bank would be liable on its own obligations and 
for interest payments on obligations Of other Regional Banks. In 
addition, each such Bank would be primarily liable for the portion 
of any issue of consolidated obligations made on it8^1:)ehalf and jointly 
and separately Hable for the payment of any admftonal sums when 
called upon by the Federal agency to make payments of interest or 
prinrcipal which any other Regional Bank primarily liable therefor 
IS unable to make. . 

The United States will not be liable or assume any liability, either 
directly or indire'ctly on such obligations except as provided in Sec- 
iiops 3i3(b) and 314 of the Title. 

Sectim 41^- Finance Committee 

This section provides fdr a Finance Committee composed of the 
Presidents of the Regional Rural Development Credit Banks to 
determine the amount, maturities, rates of intere&t, and participation 
by the several banks ot each issue of joint or consolidated obligations. 

Sectim 413. B(mds as Investments . 

Bonds and other similar obligations issued under the authority 
of this Act will be lawful investments for all fiduciary and trust funds 
and -may be accepted as security for all public deposits. 

Sectim 414' Purchase and Sale by Federal Reserve System ^ 

Obligations issued under this title may be bought and sold by 
any member of the Federal Reserve System; and (to the same extent 
and subject to the same limitations as are placed upon the purchase 
and sale of State, county, district and municipal bonds under section 
14(b) of the Federal Reserve Act) by any Federal Reserve Bank. 

Section 415. Purchase and Sale of Obligations ^ . r ' 

Each Re^onal Rural Development Credit B^ank may purchase 
its own obligations and the obljp|itions of. any St^jer such Regional 
Bank and may provide for tife lale of obliga^XQ^ issued by it or 
issued jointly with one or mori^ ot^r such bant^ 

Section 416. Fiscal Agency :.,''^!^ ^ J/^ 

This section provides for fikil aget^ be established by the 
Regional Rural DevelopnJent,Oi:ed^V^^^ Jp carry out such of their 
functions relating to ff^issuan^^^^^ an<J handling of obliga- 

tions and flow ofifimdst-vAs^^^^ 

Section 417' Merge^f/t^^^ ' ' 

This section a;ithori2^S/n^ger 0f Regional Banks upon am)roval 
of the majority of tl^e $toGkholders of each Bank and the Federal 

Sectixm 418. Board of Bmt;ivrs for Merged Bank 

In the event of a #er^ of two or more Regional Banks, a new 
Board of Directors '^vill be created. This Board would be created in 
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accordance with the provisions of- Section 403 and it would have all 
the powers^ functions, and duties normally exercised by a S^egional 
Bank Boaml 

Section 419. Voluntary Uquidotion; Insolvency; ^Receiverships; and 
Conservators^ ' . 

This section prohibits any institution of the system from going 
into voluntary liquidation without the consent of the Federal Agency. 
The liquidation may proceed only in accordance with regulations 
prescribed by the Federal Agency. 

Upon default of any obligations, a Regional Bank may be declared 
insolvent and placed in the hands of a conservator or receiver appointed 
by the Executive Director. Proceedings must be in accordance with 
regulations of the Federal Agency. ' 

• d Section 420. Financial Assistanc^Provided 

To provide adequate financilBfcsistance to eligible borrowers, the 
Regional Banks are authorized^Wr- - » 

(1) extend to District A^encie^ and through them to parti- 
cipators and cooperators assistance in financing any rural oevel- 
opment purpose project in the rural area served by the Regional 
Bank; 

(2) extend financial assistance either through District Agencies^ 
Participants, arid cooperators or directly to persons engaged 

• in the construction or improvement of rural development purpose 
projects for eligible borrowers; 

(3) to provide or assist a District Agency or Participant in 
providing insurance to protect a borrower for a rural development 
purpose project against damage or casualty loss; 

(4) require that District Agencies maintain ownership of stock 
^ in the Regional Banks equal to not less than $5 and not more than 

SlOper $100 of outstanding financial assistance provided them 
by Regional Banks. 

Section Interest Rates and Otlf^r Charges 

Financial assistance by the Re^onal Banks shall bear interest and 
be on such terms anQ^ ^nditions as may- be determined by the Board 
of Directors of the BaiJk, it being the objective to provide ^uch financ- 
ing at the lowest reasonable cost on a- sound business basis, so that 
borrowers may ir^ke their maximum contributions to improving the 
rural area served. The Board of Directors shall also take into account 
the cost of mo^ey, the necessary reserves, capital surplus, and ex- 
penses of the Rerional Bank, the orderly retirement of capital sub- 
scriptions of the United States, and the cost of providing services. 
Interest rate^P'on a loan may be varied from time to time during the 
repayment period in accordance with the rates of interest currently 
being charged by the Bank. 

Section 422' Eligibilii^ for^iriancial Assistance 

This section lists 20 persons or entities which are eligible for* assist- 
ance under the Act. Financial assistance is conditioned upon — 

(1) review of the proposed project by the governing body of 
the multi-jurisdictional oreawide* general purpose planning and 
development district, if any, and certification by such body that 
the proposed project is not inconsistent with the current areawide- 
general purpose developmeAt plan of such' district; 
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(2) determination that the applicant has been unable within 
a reasonable time to obtain needed financial assistance from other 
private or public sources at rates and conditions required to 
contribute to the purposes of this Act; 

(^) that the applicant ran meet the principal and interest 
payments to be specified in the loan agreement taking into con- 



'(4) determination that the project will be located in and 
operate primarily in a rural area and that the proposed proiect 
promises to make a net increase in tl^ number of jobs, quality 
of life, or median family income of the rural area served; 

(5) determination th^t the project will not be used for the 
purpose of engaging in sectarian, religious, or partisan political 
activities; and * . . 

(6) determination that the proposed undertakmg is not incon- 
sistent with Laws or regulations protecting the quality of the 
environment. 

Section 4^3. Security 

In extending financial assistance the Regional Banks will require 
the best available security of the beneficiary, and the Bank will require 
^ the endorsement of the appropriate District Agency. However, in 
determining repayment ability of the appUcant, the Regional Banks 
may consider factors other than the ratio between the amount of the 
loan and the^ applicant's security value. 
Section 424. Services Related to Borrower's Operations 

The regional banks are authorized to provide technical assistance or 
funds to obtain technical assistance to district agencies, participants 
and other financial institutions or to borrowers and applicants for 



Section 426. FiTiancial Assistance Through Agencies, Participants, or 
Cooperators 

The Regional Banks will make financial assistaiice available through 
District Agencies,, Participants, or Cooperators in the area served by 
the Bank. If no District Agency or Participant is available in the area, 
the Regional Bank may extend financial assistance through such bank, 
trust company, savings, or other financial institution as it may desig- 
nate or it may make the loan directly to the borrower. If the loan is 
made directly to the borrower, such borrower must purchase the stock 
of the Regional Bank in an amount not less than $6 ana not more 
than* $11 for each $100 of the loan proceeds. 

Section 426. Eligibility of District Agencies and Participants 

The Regional Banks will determine on the basis of an appUcation the 
eligibility of any District Agency and any Participant to handle loans 
and serve as agents of the Kegional Bank in accordance with criteria 
established by the Federal Agency. District Agencies which receive 
financial assistance from Regional Banks will be required to purchase 
bank stocks equivalent to five to ten percent of the amoimt oflKg^cial 
assistance received. Participants who receive financial assistaSfte from 
Regional Banks will be required to purchase bank stocks equivalent to 
one per cent of the fiinancial assistance received. / 
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SUBTITLE E DIHTRICT UIJUAL DKVELOPMEN'T CREDIT AOEN( IE8 

Section 601 . Denujiiatlom and Charters 

Any financial suhsidiarv of any inulti-jiirisdictioiial, areawido, 

f general purnoso planning? and dovolopinont district of a stat<» that has 
)oon officially d(»sig:natod as a dearinj^ housc afjcncy under Offioo of 
Manag:einont and Biul^ot Circtdar A~95 nuiy apply to the af)f)ropriate 
Reg:ional B aide for designation as a District Agency. This application 
must be approved by the Regional Bank and seirt to the Executive 
Director, who makes rec^ommendations to the Federal Board. Upon 
approval by the Federal Board, the af)pliciint will be designated as a 
District Rural Development Credit Agencv and chartered tts an 
instrumentality of the United States. The Federal Board may for good 
cause deny any application for a charter. 

The Executive Director will establish regulations governing anv 
Di3trict Agency and will prescribe the initial amount of stock that the 
District Apncv must purchase in the Regional Bank, qind the territory 
within which the District Agencv will oi)erate. Upon recommendation 
of the af)j)ropriate Regional Bank, the Executive Director may modify 
the charter of any District Agency. 

No application under this section wll be approved unless the 
applicant agrees to subscribe to stock in the Regional Bank in such 
amount as may be required by such Bank. 

Section 502. Ooverning Board 

Each District Agency will have a governing Board of Directors 
whose luiniber, terms, q\ialifications, and election would be in ac- 
cordance with state law and its Federal charter. No member of the 
Board of Directocfe will be an employee of any institution of the Rural 
Development Credit System •nor of the Farm (^redit System, nor of 
the Federal government nor any State ggvemment. No Board 
member can within a year after he ceases to be a member of the Boanl 
be elected or designated a salaried employee of a District Agency. 

Section 60S. General Corporate Powers 

This section recites the corporate powers of the District Agencies. 

Section 604^ Capital Stock, Classes of Stock, Transfer j Exchange; and 
Dividends 

This section authorizes a District Agency to issue voting stock, 
non-voting stock, and provides for an equity reserve. It distinguishes 
between voting and non-voting stock and states the restrictions which 
apply to each. Each Participant or cooperator obtainihg financial 
assistance from the District Agency will te required to purchase an 
amount of stock equal in value to one dollar for every one hundred 
dollafs of financial assistance obtained. 

Each Participant wiW require that its borrowers purchase an amount 
of stock equal to not less than $5 and not more than $10 per $100 of 
financial assistance obtained. 

Each direct borrower from the District AgeSrcy will be required to 
purchase at the time the loan is made an amount of stock of the 
Distritt Agency equal to not less than $6 per $100 of the amount of 
the loan and not more than $11 per $100 of the amount of the loan. 
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When a Dmtrict Ap^oncy participates with a commercial fcank or 
other financial inntitiition, the requirement that the borroWer owns 
stock shall apply only to the portion of the loan which involves the 
District Agency. 

Section 506, Applieation of FJamings; Restoration oj Capital Impair- 
mentj and Surplm Account 
This section provides for the manner in which earnings in excess of / 
operating expenses (including valuatio^resgrv^es against loan assets)/ 
shall be applied to the restoration of cSrpital impairment, establisly ^ 
ment and maintenance of surplus accounts and stock participation/j0r 
cash distributions. When the regional bank holds stock in a District 
Ajjency, the cash distribution shall be such percei^ge of earnings as 
will be determined under regulations of the regionl^bank. 

Section 506. Loans, Participation; Other Financiul Aasistav^e; Terms; 
Conditions; Interest; Security 
This section authorizes District Agencies to make loans for rural 
development purposes through Participants and cooperators or 
directly to borrowers. Interest rates, terhis, conditions and securitv 
requirements of financial assistance authorized under this section will 
be prescribed by the board of directors of the District Agency and 
approved by the appropriate regional bank. In setting rates and 
charges on financial assistance, it will be the objective to provide 
credit as the lowest reasonable cost on a sound basis, taking into 
account the cost of money, necessary r&fterves and expenses of the 
Agency, and services providi*(l borrowers and Participants. 
>.In teres t rates on loans may vary from time to time daring the repay- 
ment period of the loan in accordance with the current rates being 
charged by the agency. The District Agency may provide for deferral for 
up to ten years of the initial annual re])ayment of principal and interest 
and it may authorize a continuing commitment of a line of credit to a 
borrower or participant. 

The Distnct Agency jnust make every effort to equitably allocate 
its assistance betw^een potential types of users. 

Section 507. Other Services 

Each District Age'ncy is authorized^ .provide technical assistance • 
and financial related services to borrow-er^TTtpplicants and participants. 

SUBTITLE F — PARTICIPATING RURAL DEVELOPMENT FINANCIAL INSTI- 
TUTIONS ANI> UNITS OF LOCAL GENERAL GOVERNMENT 

Any bank or other financial institution making loans in rural. areas 
for rural development* purposes and anv coilnty, municipality, or 
other unit of local general govemmenj. will, upon application, be con- 
sidered for designatiop tis a participating rural development financial 
institution (hereinafter called a ''Participant")- 
Section 602. Functions oj Participants 

Participants are authorized to — / * ' * ,r 

(1) obtain from and extend financial assistance for, or on behalf 
of, District Agencies and Regional Banks; and 

(2) to issue obligations for purchase by District Agencies or 
Regional Banks ; and 
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(3) perform such other dutie^ as the District Agency and 
Regional Bonk may delegate. 
The Participant will be required to*provide from its ow^n funda at 
least five percent of any loan made by it to any borrower. 

Section 603, EndorQement by FarticipanUi 

A Particinant must endorse to the Di.ntrict Agency obligations 
which, it sells to, insui*fe3 or guarantees with or dij^counts with such 
District Agency. However, the participant will not be required to 
assume responsibility for the repayment of principal and interest 
represented by such obligations. 

Section 604 . Purchase of Capital St(!Bk 

The Particinant must require borroVers to subscribe to an aniount 
of capital stock equal to not less than g've percent and nSt more than 
ten percent of the financial assistance extended by the District Agency. 
In addition, each Participant must maintain at all times a total owner- 
ship of capital stock which is equal to at least one percent of the 
amount of all loans and obligations it has obtained from the District 
Agency. 

Any iostitutions listed in section 601 which qualify as Participants 
are authorized to purchase voting stock of District Agencies. 

Any of the institutions listed in section 601 may qualify as ^'co- 
onerators'* by participating in any loan or other obligation on behalf 
of the District Agency or Regional Banic and the purchase of non- 
voting stock equal to at least one percent of the loan or other obliga- 
tion. 

Cooperators will not be required to maintain voting stock ownership 
but they will be subject to all other rules, regulations and requireraeivts 
provided for jtarticipants. 

Section 605. Oovemance of Participants and Cooperators 

This section provides for r\des afid regulations governing Partici- 
pants and cooperators. The designation ofanv instit\ition as a Partici- 
pant may be canceled by the appropriate District Agency and this 
cancellation may be appealed to the appropriate Regional bankrTkfl 
decision of the board of directors o^Wrrr^gional Bank will be final. 
Section 606. Certificates oj[ Participation 

Each Participant ^yill be issued a certificate \vKich certifies that it 
has been designated as an oflScial Participating Kbral Development 
Financial Institution. Designation of Participants is subject to the 
approval of the Federal Board. 

Section 607. Terms and Conditions 

Terms and conditioas under which aasisUtice may be made available 
to borroffcrs by anv Participant will be established by the District 
Agency concerned. vSuch terms and conditions may vary according to 
the rural devek)pment purpose for whidh the loon is to De used. 
Section £08. Security 

Participants will require ^borrowers to provide the best available 
collateral for financial assistance. Participants may consider demon- 
strated repayment ability in determining whether assistance should be 
approved. In determinilig the amount of security necessary, a Par- 
ticipant will tdke into consideration any grant or payment from the 
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Federal or State government, including any grant or payment for 
which the borrower may qualify and obtain under the provisions of 
this act. 

SeSlian 609. Rural Activitiji required 

Onlv those financial institutions whoso vohiino of loans in rural 
areas is more than one-half of the total volume of all its loans will be 
eligible to purchase voting stock of District Agencies or regional 
^anks. 

SUBTITLE G —FEDERAL RURAL DEVELOPMENT INVESTMENT INCENTIVES 

ADMINISTRATION 

Section 701 . Findingd and Policy 

This section finds that incentive payments are needed for rural 
community development and declares it to be the policy of Congress 
to carrv out a program of such payments. 

Section 702. Incentma Jor Investment in Rural Development ' 

This section provides for the establishment by the Federal Board 
of a Federal Rural Development Investment Incentives Administra- 
tion,* independent of the Federal Agency and Regional Banks, to 
carry out programs of interest supplements and capital augmentation 
payments. 

Section 70S. Administrator ^' 

The Rural Development Investment Incentives Administration 
wouKl be headed by an Administrator appointed by the Federal Board 
with the approval of the President. He would serve at the pleasure 
of the Federal Board and the President. He would be compensated 
at level four of the executive pay schedule, which currently is $38,000 
per annum. :^ 

Section 704. Rural Development Investment Supplements; Eligihility 
and amount 

Any private or i)ublic entity that is operating a rural development 
project that is located within the area served by a District Agency 
that had a net loss in the population of its rural area within the most 
recent ten-year period for wnich data is available from the U.S. Bu- 
reau of the Onsus, and who cannot pay from projected earnings in 
any fiscal year the full amount of the annual interest on his loan, will 
be eligible to receive an interest supplement at the end of such fiscal 
year. This supplement will be equivalent to the amount by which the 
mterest due exceeds the greater of (1) the amount which can be paid 
from proiettt earnings, or (2) an interest payment calculated at an 
interest rate of two .percent per annum. 

To establish his eligibility for an interest supplement, ^he applicant 
is required to prove conclusively that — 

(1) the project will make a substantial and definite contribution to 
the enhancement of the quality of life or increased income and em- 
ployment in the rural area where located, 

(2) the enterprise i^ operated a<'qordi|ig to principles of prudent and 
efficient management and will sustah\^a net loss if the full contractural 
interest rate is paid, 

7 {^7 37—72 3 
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(3) audited accountj? denioriHtrato that the interest supplement 
applied for is not in excess of the amount for whieh the applicant 
is eligible, 

(4) the project to be financed will not be in substantial direct 
competition with another project that is wholly financed by private 
enterprise. 

No applicant will bo e]ig:ib]e for an interest supplement unlessjiis 
books of account are open at all times for inspection by approjmate 
authority. y 

Section 705. Rural Development Capital Anffmentatlon PaymentQ; 
Fyllgibility and Amount 

Any public or private nonprofit entity who seeks to construct or 
o'j)erate a rural 'development project in an area served by a District 
Agency that had ft net loss in the population of its rural area within 
the most recent ten-year period for wliich data is available from the 
U.S. Bureau of the Census will be eligrible to apply for a rural develop- 
ment capital au§cmentalJk)n payment. 

To establish elifinbility for siich payment, an ap|)licant will be 
re(iuired to prove concdusively that — 

(1) the project will make a substantial contribution to enhance- 
ment of the quality of life and increas^ inconie and employment 
in the rural area where located, 

(2) the project for which the capital augmentation payment is 
requested was constructed or acquired in accordance with the 
principles of prudent and efficient management, 

(3) that audited accounts demonstrate that the amount of 
payment applied for is not in exMw^f the amount for which the 
applicant is eligible, ^|^^^ 

(4) the project to be financed^W^p)t be in substjantial direct 
competition with another such project which is wholly financed 
by private enterprise. 

The amount of anv rural development capital augmentation pay- 
ment shall not exceed the amount by which — 

(1) the cost of acquiring or constructing the project together 
with e?;3ential equipment and working capital exceeds 

(2) the amount of principal and interest that can be amortized 
over the lifetime of the project by a prudent and efficient manager 
who will utilise the project to make a significant contribution to 
the attainments of the pur])oses of this title. 

No applicant will be eligible for a rural development augmentation 
payment unless his books of account are open at all times for examina- 
tion by appropriate authority. 

Section 706. Examination of Books oj Account 

As a con,dition of approval of any apf)lication for financial assistance 
under this title, the aj)plicant w^ould be required to keep his books of 
account open at all times for examination by appf^ni;iate authority 
and by the General Accounting Office. 

SUBTITLE H GENERAL PROVISIONS 

Section 801. Financial and Other Supervision 

The Rural Development Credit System w'ould be subject to the 
supervision of the Farm Credit Administration with respect to all 
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procedures relating to fiimncial oxainiimtioiis, mcludin^i: audits; arul 
would be subject to tfie supervision of th(> Administrator of tho Kural 
Enterprise and Community DevelopiiuMit Admmistratioii of the 
Department of Agriculture with resf)ect to the appntisal of real and 
personal property for security purposes. Invostif^atin^, acrountmfi; and^ 
admUiistrative auditing; services of the Kami (Vedit Administrntion - 
would be utilizxHl on a reimbursable basis l)y the Federal Kural De- 
velopment Investment Equalization Administration and by the Fed- 
eral Rural Develo[)ment Credit System. 
Section 802. Examinahom arul Jieporfs; Audita 

This section provides for examinations uB(i audits of the Rural 
Development Credit System by Farm Credit Administration examiners 
ttt such tijTies as the Federt^l board may determine, hut in no event 
will any such institiition be 'examined and audited less than once a 
year. In addition, the Executive Director is jmthorized to recpiire ^ 
examinations and audits by iiulependeiit certified accountants. The 
executive director or any institutions of the system may request 
credit examiners to make examinations of organizations to which the 
extension of financial assistance is contemplated or to which the 
delegation of authority is contemplated. 

A report of each annual au<lit of the Rural Development ( redit Sys- 
tem will be made by the Farm Credit Administration throudi the 
Federal boarti to the President and to the (Vmgress. Farm Credit Ad- 
ministration shall be reimbursed by the Federal agency for the cost of 
performing such audits. The Federal board will make a report to tlie 
Congress at the end of each calendar year, concerning the condition of 
economic growth in areas served by the board, the condition and 
experience of the regional banks and the Federal Rural Developnient 
Investment Incentives Administration and such recoinmemhitions 
for legislative acttions as it deems necessary to improve the Rural 
Development Credit Svstem. The Federal board may recpiire the 
FederalAgency, the Regional Bank and the Federal Rural Devel()p- 
ment Investment InceiUives Administration and the district agencies 
to submit to it similar annual reports. 

Each institution of the Rural Development ( redit Systein will be 
subject to audit by the General Accounting Office at such tunes and 
to such extent as the ( \)mptr()ller General determmes. 
Secfim 803. Cmdiiiom oj Other Banfcs ami Lending Imtifutiirm 

The (\)inpt roller of the ( Uirrency is required, upon recpiest of the 
Farm Credit Administration, to furnish for confidential and exclu.sive 
vise of the Regional Banks such information as he may have tivailable 
relating to the financial condition of national banks with which such 
institution of the system has made or ccmtemplates making discounts, 
loans or delegations of power. 

Section 8O4. Conf^ent to the Ai^ilahiliiy oj Heporfft ami to Kxaminafiims 
This section recpiires anV organization seeking discount privileges 
or delegatect powers from a Regional Bank to consent to examination 
bv Fann Credit Administration examiners or, in the case of state 
banks trust companies and saving associations, to permit state 
authorities to furnish reports for their examinations upon retiuest of^ 
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the Form Credit Administration. Thia information will be available 
only for the exclusive and confidential use of the regional bonks. 

Section 805, Reports m Conditiom of Imiitntians Receimng Loans or 
Deposits or Redelegaied Power 
Thia section authorize:} various] agencie:j, upon reauerU of the Farm 
Credit Administration, to furnish certain information to the Rural 
Development Oedit System. Thi.^ information (regarding the condi- 
tion of any organization to which an institution of the Syi^tem has 
made or contemplates making a loan or mm or contemplate^ uf^ing as 
a custodian of credit in^trument:^, as a depository or to which it has or 
contemplates delegating po^vero) will be kept in confidence. The 
Fedei^ Reserve Bonko ore ako require^ to make their records 
availanlo for audit. , ^ 

Sec. 806. Jnriediciion, 

Each institution of the Rural Development Credit System s^hall for 
the mm)oseD of jurisdiction be deemed to be a citizen of the fltato, 
comnA wealth or District of Columbia in ivhich itt^ i)rincipal office is 
locate!. United State Dbtrii-t Courts are not to have ^uriaJiction 
pver any local unit of government or any financial in^^titiition exercis- 
ing delegated power under thiro title. 

i&c. 807, State Legislation, 

This section authorizes the Federal Agency to declare (Obligations or 
cecurities to be ineligible as collateral under this title where the state 
law appUcable to such obligationN provides insufficient protection in 
the event of default. 

See. 808, Tax Status, , ^ 

The Federal Board, the Federal Agency, the Regional Banks and 
the District Ageucies will be subject to Fecferal, state and local taxes as 
provided in this section. 

The real property and tangible personal property of such board, 
banks and agencies v!ii^hfs subject to Federal, state and local taxation 
to the some extent according to its value as similar property held by 
other persons. ^ 

The income from any obligations purchased by sucfT Regional Bank 
or District Agency from any federal, state or local government or 
quasi-governmental body an^l the income from any obligations issued 
by such Regional Bank or Drntrict Agency. will be'subject to the same 
extent as the income of obligations of private corporations. 

The Regional Banks will be subject to the franchise tax provided in 
section 407 (c) ql this act. 

Notwithstanding the foregoing provisions of this section, no 
Regional Bank or District Agency will be subject to Federal, state or 
local income taxes for any period in which capital stock in a regional 
bank is held by the executive director for the United States. 

Sec, 809. Nature of Obligations. 

AH obligations issued by the Federal Agency^ or Regional Banks 
will be la\vful investments for all fiduciaries. All obligations issued by 
the Rural Develooment Credit System pursuant to this title will be 
exempt from regulation by the Securities and Exchange Commission. 
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Se€\fflO. Amendments to Other Lcma^ 

is section amends Title 6 of the United States Code to place the 
exe/utive director of the Federal Rural Development Credit Agency 
an/ the Administrator of the Federal Rur^l Development Investment 
Inlhentives Administration in level IV of the executive schedule, which 
arrontly is 838,000, and to place the deputy executive director of the 
ederal Kural Development C'redit Aj^ency at level V of the executive 
schedule, which isjcurrently S36,000 per annum. 

National banking associations are authorized to purchase* the obFi- 
gations of any Regional Rural Development Credit Bank or District 
Rural Development Credit Agency created by this title. 

Section 811 . Separability 

Thk section provides that if any provision of this title is held invalid, 
the remainder of this title shall not be affected thereby. 

Section 812. Reservation of Right to Amend or Repeal 

This section reserves the right to alter, amei^ or repeal any pro- 
vision of this title. 
Sections. 813^ Appropriamm 

There is authorized to W appropriated the following sums: 

(1) tp the Federal Agency not to exceed $200 million annually 
for not to exceed ten years for the purchase of capital stock of 
the Regional Banks; 

(2) to the Federal Rural Developnjent Investment Incentives 
Administration not to exceed $100 million annually for the 
incentives for rural development authorized under Subtitle G; 

(a) to the Federal Agency not to exceed $26 million annually 
for expenditure, directly or Dy contract, for research and scientific 
study on rural development; . . 

(4) to the Secretary of Agriculture $5 million as initial capital 
for the revolving fund; * 

(5) to the Mcretarv of A^culture such sums a.s may be 
necessary to carry out his responsibility under this title; 

(6) without fiscml year limitation, such additional sums as may 
be necesssfry to carry out the purposes of this title. 

Title II — Amendments to the Consolidated Farmers Home 
Administration Act of 1961 

short explanation 




Title II would amend the Consolidated /Farmers Home Adminis- 
tration Act of 1961 to — 

^ (I) rename it the Consolidated Farm and Rural Development ^ 
A)ft (Sec. 901}; . . 

1(2) authorize loans to acquire or establish small business 
enterprises in rural areas (Sec. 902); 

(3) provide for appraisals on a market (rather than normal) 
. value oasis (Sec. 903) ; 

(4) authorize loans for nural development projects (Sec. 904) ; 

(5) prohibit loans (as well as ^ants) under section 306 of the 
1961 Act that are inconsistent with a raultijurisdictional plan and 
au thorize reimbursemen t o(^ mul ti j urisdic tional development 
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nfroiicicH and < ounly and iiuHuci|)al frovomjnonts for rovipwing 
applications for financial assiHtanco. luidor^^HOction 306 (Sec. 905); 

(()) extend the Secretary's authority tft'^riiake {grants under 
section 300 |)rior to the ( oinpletion of the (•()r#i)rehensive plan to 
Octoher \, 1973 (Sec, 900) ; 

(7) extend water and se\ver planninji: fi:rani authority to all 
coininunity services and facilities ami areawide developiiient (in 
addition to sewers), and permit jirrunts toajrencics haViiif; author- 
ity to prepare coinprel»<Misive plans which tire not "official*' 
(Sp<-. 907); . ' V 

(H) ext-end the definition of "pural jVreas" to exclude tawns of 
more than 50,000 (instead of 5,500)' and to all provisions of the 
act (Sec. 90H); . ^ ■ ■ 

(9) rppeal the $4 million limit on loans and tyrants to any 
association under. section 30fi(a) (Sec. 909); 

(lOt^increase to $500 million (from $100 million) the amount of 
unsold ^oanB^.which may he held in the Afrricultural Credit 
Insurance Fumi pendinji: sale as insured loans (Sec. 910); 

(1 1) create a Rural Development Insurance Fund with 
authority to borrow from the Treasury (similar to the Ajrricultural 
(Vedit Insurance P\ipd) for rural de'velonment loans (Sec. 911); 

(12) subject the interest on all insured loans sold out of such 
fimd to Federal income tax (Sec. 9ll\; 

(13) authorize (a) loans to finance misiness and em])Ioyment 
and im])rove the economic and environmental climate in rural 
c(f!nmunities: (h) $50 million annually, for 50 ])ercent pollution 
abatement and control grants (Sec. 912;; 

(14) Authorize loans to rural youths with or without farms or 
farm baclcCTOunds for anv ])urpose specified in section 312 
(oj)eratinp: loans) and in addition to operate ent<»ri)rises in connec- 
tion with their participatioirin 4 H clubs or similar orsranizations 
(See. 913): ' . 

(15) authorize (a) loans to operate small business enterprises 
in rurid areas and for pollution abatement and control; (b) $25 
million annually for grants of up to 50 percent of the develof)ment 
cost of pollution abatement and control ])rojects (Sec. 914); 

(16) increase the operatiiu' loan limit from $35,000 to $50,000 
(Sec. 915); 

(17) authorize insurance of operating loans (Spc. 916); 

(18) reorpinize the Farmers Home Administration into a Farm 
I)evelo|)ment Administration and a Rural Entej-prise and 
Community Development Administration under an additional 
Assistant Secretary (Spc. 917); 

(19) ^ive the Secretary discretion to require bonds j)rotectin2 
aj^ainst FHA employee fraud or dishonesty in lieu of ''faithful 
performance** l)onds wliich ^o to all duties of the emplovee (Spc. 
918); 

(20) repeal a provision requiring county committee approval of 
loans under sections 306, 314 (soil conservation districts), and 
321(b)(2) (emer^encv loans to cori)orations and partnerships) 
(Sec. 919); * 

(21) provide for an interest rate on the new rural development 
loans (other than guaranteed loans or loans to public bodies or 
nonprofit associations for commvmitv facilities) based on the cost 
of money (Sec. 920) ; 
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(22) nmko it dour that the word "iiisure" .-overs t ho S"'irantPP 
of a loan orifrinate.l and serviced by ai>other lender (hec. 921), 

(23) limit the Kuarantv on a gimraiaeed loanjiripiiate.l l)> 
- another lender for r.iral ,l,^'eloi)meot4>Vi4***«-(^r tlian eertan 

loans for .oinm.mitv facilities) U) 90 Percent of the nsk, and 
, authorize the SecretePV to nnibe loai>s for suH, purposes onl> f 
no other lender Is willing to make a guaranteed loan (^ec. , 

!l"(24) Kive' nrcfprencP for water facility loans and grants to 

public agencies in rural communities of 5,500 or less sufTermg 
deterioratiqn of an existiu!? water supply (>>ec. 9^j; 

General Statement 

. A maic/keystone in rural development is the creation of Kl'li'/"''"' 
jobs in order to halt the outmigration of mdividuals who cannot hn.l 
emnlovment in non-metropolitan areas. .... i „. 

the expansi.,,, of Farmers Home A.lmm.strat.on loan an, grant 
authorities to tneet theWds of applicants who .io not <l''«l'fv "j; 
financial assistance from the Federal Rural Development ( re lit 
Svstetn provided in title I, is a .nulti-facetcd efTort to I^'lP aceo.ni 1 sh 
the goal of bringing new industry to niral America, as well as upgrad- 
inc the quality of life in.thc countryside. . , , ' , u 

Tie new loan purposes authorized in this title for tl>o farmers 
Home Administration, as the credit resource of last resort, wil supple- 
ment thJ facilities of the borrower-owned Fe.leral Rural Development 
Credit System, and complement the various programs iiow being 
offered b^ the Department of Agriculture tp stimulate rural develop- 
inenT n the form ( f loans and grants for basic water and sewer systems 
^34) million programme.l for fiscal 1973) an.l an extensive rural 
housing program (scheduled for $2.1 billion in expenditures for 973). 

IKX^ The Act authorizes a broad new array of loan 

and grant authorities covering the full range of credit ^•"vues or 
business, commercial and industrial purposes, and for community 

'"it'ew'aTi'K'i^^y vested ir. ?l,e Farmen, Home Administration 
^vould utilize the extensive delivery system of that agency to make this 
credit available at the Ipcal level. i r ^ „n,l tha 

The new authorities are stated in a very generalized form an Mhe 
following are representative of the major new loan purposes authorized 

*" small business enterprise loans to rural rp«i<'pnts; 

loans to cooperatives, when unable to obtain needed credit 
' from the bank for cooperatives; finwhinir of 

loans for the processing, manufactunng, and hnkshmg ot 
products from raw materials; t= with 

' loans for other rural community develonmen projects vuth 
rufal community development being defined to include any 

ojic 3 contributes to the balanmUiational ^owth po Ley 
or the enhancement of rural communities as a place to live, 
to make a living, and to provide increased emp oyment.. 

loans to voung farmers and other young niral residents, 

loans for pollution control and abatement. 
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Expanded geographical ar^a— The title expands the territory served 
by Formers Home Administration from towns of 5,500 or less to 
areits outside cities with over 50,000 population and their immediate 
envirofls. . 

New grant availabilities —The agency would be given new grant 
authority for pollution control and abatement grants. The bijl 
authorizes up to $75 million annually for these-grants which shall not 
exceed 50 percent of the development costs. 

Amendments to existing authorities, — The Act would modify and 
amend existing law to permit FHA to improve its ongoing programs 
and to modernize its internal operations by: allowino; real estate 
. appraisals at market value rather than normal value ; authorizing 
insured operating loansj increasing the limit on operati ig loans from 
$35,000 to $50,000; increasing the limit on new loans that may be 
held m the Agricultural Credit Insurance Fund from $100 million to 
$500 million; authorizing t6§ Secretary to use fidelity bbnds in place 
of iaithful /performance bonds; authorizing market interest rates on 
conimercial loans, and five percent maximum rate rfn community 
facility loans; authorizing loan guarantees; providin/ that the loan 
guarantee be limited to 90 percent of the- possible loss,lnd establishing 
an order of preferance prohibiting busirless and ^mmercial 4oans 
bemg made from the insurance fund unless no oth^ lender is willing 
to make the loan under a 90 percent guarantee. [ 

Reorganization. —The bill establishes a new organizational struc- 
ture for the administration of rural development plbgrams consisting 
of an additional Assistant Secretary — for Rural Development Cr.edit?^ 
wh/3fti§vould oversee the functions of two new agency administrators, 
an Administraitor for Farm Development, and an Administrator for 
Rur^l Enterprise and Community Development. The creation of two 
new agencies (replacing the existing Farniers Home Administration) 
will permit a higher degree of specification. 

Section-By-Section Explanation 

Section 901. Title 

The Consolidated Farmers Home Administration Act of 1961 is 
re-named the Consolidated Farm and Rural Development Act. 

'Section 902. Rural Enterprise Loans 

For tKe purpose of providing 'residents with essential income. The 
Secretary of Agriculture is authorized to make or insure real estate 
loans to rural residents foi: the purpose of establishing in rural anas 
a small business enterpnse. Loans under this provision wouldTje 
siibject to the limitation 4n Section 305 of the- Consolidated Farmers 
Home Administration Act which states that no loan shall be made 
which will cause the unpaid indebtedness ^against the security to 
exceed $100,000, as well as othey limitations m the Act. 

Section 90S. Appraisals ^ . 

This section amends present legislation governing the appraisal 
of security property. Security properties are now appraised at "normal 
value'', which is generally lower than "market value''. The proposed 
legislation would allow the Farmers Home Administration to appraise 
farm land an^ other properties at their currerrt market value rather 
than a "normal value" based on a lagging moving-average. 
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Section 90^, Rural Community Develo^ent Projects . 

At present Section 306 of the Consolidated Farmers Home Ad- 
ministration Act authorizes the making ^V: i^stiring'^of loans to as- 
sociations^ including corporations not operated for profit, and public 
and quasi-public agencies for a number of rural development ac- 
tivities, including shifts In land use, conservation, development, use 
and control of w?iter, soil conservation practices, waste disposal 
facilities, and recreation developments. The proposed legislation 
would preserve the existing authorizations, ana it would also aur 
thorize the Secretary to participate with other financial institutions 
in making these loans. / 

In addition, this section would extmd the purposes for which loans 
could be made for any rural coimnunity development project, in- 
cluding those providing emplgj^mnt for, as well as those serving 
farmers, raachers, farm tenants, farm laborers, and other rural 
'Residents. This section extends eligibility for loans to include public 
and private technical and vocational schools, cooperatives that are 
unable to obtain credit frmn the banks for cooperatives, and all 
other potential borrowers. The Secretary is authorized to furnish 
financial assistance or other aid in planning, such projects. The amount' 
of financial assistance provided under this section is to be specified 
in annual appropriation acts. Otherwise this section preserves au- 
thorizations and limitations of existing law. 

Section 905. Planning Requirements 

Existing authority now requires the Secretary to determine, 
_ before making any grant for a water "or waste disposal project, that 
the project is not mconsistent with plaimed development under state, 
county, 0r municipal plans. Section 905 of the bill would extend this 
requirement to other rural community development projects and 
^ specificaUy requires that all proposed projects not be inconsistent 
\ with plans of multi-jurisdictional substate areawide general purpose 
planmng and development ogencifes haying jurisdiction over the 
area in which the proposed project is to be located. 

Under present authority no grant may be made unless the Secretary 
determines that the rural area to be served will not decline in popula- 
tion below the population for which the project is designed. Section 
905 amends this provision to state that the Secretary may approve 
the project if the area would not decline in population if such project 
is carried out. ... 
n This section also requires that no loan be made that is inconsistent 

with the plan of the multi-jurisdictional substate areawide general 
, purpose planning and development agency having jurisdiction over 
the area in which the prepared project is to be located. 

Thd Secretary is authorized to reimburse such agency or ^ovem- 
rn^nt for the cost of reviewing the proposed project for consistency 
with multiple purpose development plans for the area. . 

Section 906. Extension 

This section extends for two years the authority of th^ Secretary 
to ma^e community development grants in an area that does not yet 
have a completea multi-purpose development plan. 

' Section 907. dommunity Facility Qrants 

^'This^ction removes the requirement that the grants may be made 
only tdl^ublic bodies and other agencies having authority to prepare 

t ! i — ' 
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''officiar* comprehensive plans, thus* enabling the Secretary to make 
grants to public bodies and other agencies without being limited in 
his determination by the ambiguity and potential controversy con- 
cerning the meaning of the term official'. 

The section also expands purposes for which grants may be made t6 
include 'Vaste disposal, community services and facilities, and area 
wide development/^ 

; Section 908. Definitions 

T^e term "rural areas'' is defined as all territory that is not within 
the outer boundary of any city having population of 50,000 or more 
and territory that is not within a suburban area having a population 
density of more then one hundred persons per square mile. The 
Secretary determines which areas are rural according to the latest 
decennial census. Special consideration will be given to areas that do 
not include a eity having a population of more than 10,000. 

The term "rural commuiyty development project'* is defined as 
any project undertaken by private or industrial enterprise or by any 
umt of government authority, or«4iny public works project or com- 
munity facility or service that will contribute to the objectives of a 
balanced national growth policy as defined in Title IX of the Agricul- 
tural Act of 1970 and Section 702 of the Housing and Urban Develop- 
ment Act of 1970. In addition, rural community projects would mean 
any project which fcontributes to the enhancement of a rural com- 
munity or rural area as a place to live and make a living. The term 
would specifically include^ but is not limited to, projects for twelve 
purposes which are listed m Section 908 that would provide increased 
employment or income or directly benefit rural residents. 

Section 909. Removal oj Limitation on Grants and Indebtedness 

This section eliminates the $4 million limitation on the indebtedness 
of, and grants, to any association. 

Section 910. Expansion of Authorization 

This section increases the limitation on the amount of loans which 
can be made from the agricultural credit insurance fund and held for ^ 
resale from $100 million to $500 million. By raising from $100 million " 
to $500 million the maximum amount of new unsold loans that can be 
held in the agricultural credit insurance fund at any time, the insured 
loan program of the Farmers Home Administration can be expanded 
and there will be sufficient authority to make insured loans for the 
additional purposes to be provided in this title. 

Section 911. Rural Development Insurance Fund 

This section would establish a new revolving fund called the ''Rural 
Development Insurance Fund," referred to in the section as the 
''Insurance Fund," which would be used by the Secretary for the 
p^urposes of discharging his obligations in corihection with rural 
development loans. These would include (l)^Jstois locally originated 
and serviced by the guaranteed bolder, (2) TO&is made by a local 
lender that are processed, insured, and serviced by the Secretary, and 
(3) loans made out of the Fund, sold, insured, and serviced by the 
Secretary. 

The Secretary would utilize this fund only for the type of loans 
provided for by sections 304(b), 306(a)(1), 310A, 312(b), arid the 
water system and waste disposal loans authorized by section 306(a)(1) 
prior to enactment of this bill. 

er|c 4 a 
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The assets and liabilities of the Agricultural Credit Insurance Fund 
applicable to such water and waste disposal loans, would be transferred 
to the In^urimce Fund. Such assets and liabilities, the proceeds of such 
^ets, and loans guaranteed or insured under this subtitle would be 
subject to the provisions of this section and section 308. The cross*- 
reference to section 308 would make it clear that all contracts of guar- 
antee or insurance entered into by the Secretary for loans under this, 
section, as well as contracts of guarantee or insurance heretofore or 
hereafter entered into by the Secretary for water and waste disposaJ 
loans under section 306(aKl), are backed by ^he InsiHrance Fund and 
the full faith and credit of the United States. 

If there should be insufficient moneys in the Insuiipce Fund to en- 
able the Secretary to make loans, advances, and authorized expendi- 
tures out of the Insurance Fund, he would be authorized to bo^ow 
from the Secretary of the Treasury to replenish the Insurance Fund. 
The Secretary of the Treasury would be authorized and directed to 
purchase notes issued by the Secretary for such purpose, which notes 
would bear interest comparable to the cost of money to the Treasury 
for obligations having maturities comparable to the notes and to the 
loans authorized to be guaranteed or insured. 

The Secretary would be required to deposit in the Insurance Fund 
all fees and charges collected by him for loan services, such as expenses 
for obtaining credit and property appraisal reports, and additional 
charges assessed for losses and administrative costs in connection with 
guaranteed or insured loans. 

Subsection (g) would authorize the Secret arv to yse the Insurance 
Fund for the purpose of making and insuring loans authorized under 
this subtitle where there is reasonable fl«3urance of being able to sell the 
loans without undue delay. 

Subsection (g) would also authorize the Secretary t<y use the Insur- 
ance Fund (1) to make default payments to insured holders and pay- 
ments to guaranteed holders in compliance with the terms of the 
guarantee contract; (2) to pay to insured holders interest accruing 
between the date of any prepayments made by the borrower and the 
date of transmittal to the holder; (3) to purchase notes and bonds m 
accordance with repurchase agreements contained in contracts of in- 
surance entered into by the Secretary in connection with loans under 
Jbhis subtitle, including loans transferred to the Insurance Fund; (4) to 
pay the cost of the Secretary's administration in connection with 
these loan programs; and (5) to make other expenditures and ad- 
vances, such as payment of taxes, insurance, prior lieos, fiscal ad- 
justments, credit reports, property appraisals, and other expenses 
and advances to protect security for insured loans, and'for guaranteed 
loans after or in connection with the Secretary's acquisition of guaran- 
teed loans or security, and to acquire security property at foreclosure 
sale or otherwise. t • j 

The Secretary would also be authorized to use the Insurance Fund 
to make supplementary payments to holders of insured (but not guar- 
anteed) loans in amounts sufficient to make the notes or bonds market- 
able at par. 

Sectim 912. Insnxed Rural Industrialization Loans 

This section authorizes the Secretary to guarantee, to insure, or 
to make for the purpose of financing business, industiy, and employ- 
ment and improving the economic and environmental climate in rural 
comm^nitiesi includmg pollution Abatement and control. 
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The^ecretary is authorized to make gtadts of up to $50,000,000 
annualhr for pollution abatement and control projects. No such 
grant nipy exceed 50 per cent of the development cost of the project. 

Applic^ations for loans under this section are excepted from require- 
ments of , county committee review. 

Section 9id. Young Fanners* Loans 

. This section would — / 

(1) authorize operating loans to rural youths to enable themjto 
establish\ or expatid an enterprise being carried on as part of 
their participation in 4-H Clubs, Future Fann^ of America 

^ and similar organizations, and for the purposes specified in Sec- 
tion 312 of the Act; / f -7 . 

(2) provide that a miiior signing a note for such loan would 
incur full piprsohal liability; ana 

(3) provide that co-signers could be accepted to supply-needed 
strength for^ sound loan. 

Section 914- Rural Enterprise Operating Loans 

For the purpos^ of providing borrowers with essential income, this 
section authorizes ^-he Secretary to make^ loans to residents of jural 
areas to operate sd(iall business enterprises. 

It provides operating loans for small businesses to complement 
Section 902, which provides real estate loans for small businesses. 
Loans may be mad^ for the purpose of pollution abatement and 
control. The Secretary is authorized to make grants of up to $25,000,- 
000 annually for pollution abatement and control, 

S^tion 915. Maximum $ize 

This section* amends the Consolidated Farmers H6me Admin- 
istration Act to increase the maximum amount of operating loans from 
$35,000 to $50,000, \ 

Section 916. Insured Operating Loans 

Present^ the operating Ic^in program is funded by appropriations 
to the FHA direct loan account. This amendment Vv^oufd authorize 
the Farmers Home Administration to insure operating loans made by 
other creditors and make loans and sell them to private investors, 
thus shifjbing the funding of the program from appropriations to the 
private sector. 

Section 917. Reorganization. 

This section reorganizes the Department of Agriculture by estab- 
lishing a Farm Development Administration and a Rural Enterprise 
and Community Development Administration to replace the Fanners 
Home Administration. Each Administration would have a different 
Administrator and both would be under the supervision and direction 
of an Assistant Secretary of Agriculture for Rural Development 
Credit. This Assistant Secretary would be in addition to the three 
Assistant Secretaries now authorized. (See also Section 1702 for other 
reorganization provisions). Both Administrators and the new Assist- 
ant Secretary ^ould be appointed by the Presidentvand subject to 
Senate confiraiation. The additional Assistant Secretary, like the other 
Assistant Secretaries, would be compensated atxlevel IV of the Execu- 
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, -live Schedule, which is currently $38,000. The two new Administrators 
would be compeasated, as the existing Administrator now is, at level V 
of the Executive Schedule, which is currently $36,000. 

Section 918, Fidelity Bimds 

This section gives the Secretary discretionaiy authority to req^uire a 
fidelity bond of employees of the Fanne>r8 Home Administration in 
lieu 01 a faithful performance of duty bond. A faithful performance 
bond as defined in 6 U.S.C. 14(a) covers^ in addition to proper ac- 
counting for all funds or property received [by reason of the position of 
employment of the bonded employees, ^'alj duties and responsibilities 
imposed upon such individual or individuals by law or by regulations 
issued pursuant to lajv/' Thus county [supervisors and assistant 
county supervisors unaer the terms of their faithful performance of 
duty bona as described by present law become virtual guarai^tors of 
of the correctness of all their official actions. This section would provide 
discretionary authority to require only fidelity bonds, which protect 
against fraud and dishonesty. ^-■«=.;=l==-='=^ 

Section 919, Repeal of County Committee Approml Reqw^:ment Jor 
Association^ District^ and Emergency Loans 
This section removes the requirement that the Secretary require 
the recommendation of county committees as to thejapproval of a 
Farmers Home Administration loan under section 30® (association 
loans), section 314 (soU conservalfion district loans), section 321(b)(2) 
(emergent loans to corporations or partnerships), and 310A Insured 
Rui*al Industrialization Loans. These sections are already excepted 
from the general requirement that the county committee certify as to 
the applicant's character, industry, ability and other eligibility 
requirements. 

\ Section 920, Interest Rates on Rural Development Loans • , 

The Secretary of Agriculture shall fix the interest rate on rural 
development loans (except for guaranteed Joans, loans to public bodies" 
or nonprofit associations for community facilities and Operating loans 
for rural enterprises under section 312(b)) at a rate not less than 
the rate determined by the Secietary of ihe Treasury. This section 
does not apply to loans of a type authorized by Section 306(a)(1) 
prior to the enactment of this l)ill. It does apply to the new t^-pes 
of loans authorizied by section 304(b), 306(a)(1), or 310A. The 
Secretary of the Treasury would consider (1) the current average 
market yield on similar outstanding obligations of the United States; 

(2) the rates prevailing in the private market on similar loans, and 

(3) the effect of the Government's guarantee on the investor's risk, 
plus an additional charge to cover losses and cost of administration. 
The additional charge, would be deposited in the Rural Development 
Insurance Fund. The prescribed rate would be adjusted to the nearest 
% of one per cent. 

Section 92L Guarantee of Loans 

This section defines the term 'insure'* as used in the Act to include 
guaranteed loans. To guarantee a loan means to guarantee the pay- 
ment of a loan originated, held, and serviced by a private financial 
agency or other lender approved by the Secretary. 
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Section 922. Order oj Prejerencey Extent oj Ouaranty 

No rural \loveloprnent loan authorized by this title of the bill 
(except one to a [)ublic body or nonprofit association for community 
facilities) is to be made by the Secretary unless he determines that no 
other lender is willing to make a guaranteed loan and assume 10 
per cent of any loss. This section is applicable only to the new loan 
authorities under the new sections 304(b), 310A, 312(b) and 312(c) 
and thfe new authority provided by amendments to section 306(a)(1). 
It would not be applicable to existing^ loan authorities under section 
306(a)(1) or other sections of the law. The Secretary camiot assume 
more than 90 j)ercent of any loss on a guaranteed loan. 

Section .023, Priority jor Certain Water Facility Loans and Grants 

ln$> making loans and grants for community water facilities, the 
Secretjuy must give highest priority to rural communities of not 
mor(^ than 5,500 in which an existing water supply system needs 
immiediate action because of unanticipated deterioration or diminution 
of it|^ water supply. The Secretary will utilize the Soil Conservation 
Service in rendering technical assistance to applicants. 
A 

* Title III — Rural Revenue Sharing 



SHORT EXPLANATION 

This title authorizes the appropriation of $500 million annually 
to be apportioned on a formula basAtamong the States. Each State'^ 
share would then be further apponfiHj^d and grajrted as follows: 
(1) one-third would be apportioned and [HiTrttiwil In ViiiiKijm i iilii liiinnl 
planning districts; (2) one-third would be apportioned and granted 
td counties for the benefit of the local governments therein; and (3) 
one-third would be retained by the State. The amounts granted would 
be used by the recipients for rural development, a rural area being, 
in general^ the area outside cities of 50,000 or more. 

GENERAL STATEMENT 

The concept of the Federal government sharing revenue with State 
and local governments for rural community development piitposes 
was first [)roposed by President Nixon in a Message to Congress on 
March 10, 1971 (page 74 of this report.) 

The President proposed abolishing eleven categorical grant pro- 
grams which were spending $921 million in fiscal 1971, addtng $179 
million in new money^ and creating a pool of funds totaling $1.1 bil- 
lion to be divided among the states for use in rural community 
development. 

Title III provides for no change in existing categorical grant 
programs nor amendment/^of^heir authorizing legislation. It does 
authorize annual appropriations not to^xceed $500 million for rural 
community development revenue sharing. The Committee intends 
that revenue sharing funds may be used selectively to expand existing, 
as well as to initiate new, rural development programs. 

It was the consensus of the Committee that the present categorical 
OTograms which have been tried and proven should be maintai^^ed. 
lowever, ttte Committee did approve the concept of giving States, 
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districts, and local governments additional funds with more flexibility 
in determining how the money could be best spent for rural develop- 
ment purposes within their jurisdictions. • i , 

For example, revenue sharing is provided in this title for the pro- 
<^tection conservation, and development of the natural resources for 
improvement of rural arets and of rural community development 
under the leadership of local entities of government. C'onservation 
districts under State district enabling legislation are assigned specifac 
responsibilities for soil, water, and related resource development and, 
as eligible local instrumentalities of State government, may be 
authorized to utilize State, district, or local government revenue 
sharing funds as those entities may determine. 

These rural revenue sharing funds may be used generally for any 
purpose which contributes to the enhancement of rural sareas as a 
place to live, to make a living, and to provide mereased employment 
In addition, the funds mav be used as the State, district, or local 
government's share of matching funds for other Federal-btate formula 
or project grant programs. ' . 

This title provides for the apportionment of the revenue sharing 
funds among the States on the following basis: fO percent on the 
State's rural population; 20 percent on the rural faer capita income; 
and 4a percent on decrease in the State's rural population, tjach htate/ 
must pass one-third of the rural revenue sharmg funds it receives ong_ 
to substate multi-jurisdictional areawide general puppa^lanning and 
development districts that have been designated as clefinng houses 
under Office of Management and Budget Circular A-95 and a like 
amount to local governments within the State. 

TJie two-thirds thus passed on to districts and local governments 
would be apportioned within each State on the same formula basis 
as funds are apportioned among the States. ,u ■ 

The monies provided under the revenue sharing authonzation 
would be available to areas of any State, Puerto Rico the Virgin 
Islands, American Samoa, and Guam which are outside the outer 
boundary of any citv having a population of 50,000 or more and its 
immediately adjacent urbanized and urbanizing area with a popula- 
tion density- of more than 100 persons per square mile 

In order *to become eligible for funds each State must present to the 
Secretary of Agriculture a State niral development plan which will 
generally be a composite of rural development plans submitted by 
all multi-jurisdictional general purpose planning and development 
<Hstricts within the State. 

Section-by-Section Explanation 

statement of findings and purpose *» 

Sec. 1001 provides that Congress finds and declares that in order to 
orovida more effective assistance to rural areas of the Nation tor the 
purposes of stemming outmigration, stimulating and aiding economic . 
Sevelonment antl the creation of job opportumties, providing more and 
' better public works and community development facilities, and as- 
sisting ukthe solution of farm, home, and other community problems, 
it is necessary to establish a program by which States may share in 
Federal revenues. 
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Subtitle A — Definitions 

Sec. 1002 provides that the definitions contained in the. folio wine 
subsections are applicable for the purposes of this Title. 

Subsection (a) provides that theitoTn ''rural area^' means territory 
within any State, Commonwealth oPPuerto Rico, the Virgin Islands, 
American Samoa, and Guam outside of any city h^vk^ a population 
of 50,000 or more, and its immediately adjacent urbanized and ur- 
banizing area with a population density of more than 100 persons ner 
square mile. 

Subsection (b) provides that the term ''rural development" means 
any program or activity t>f a^Stat^, county, municipality, township, 
town, or multijunsdictional areawide planning and development 
district of a State which raise rural per capita income, directly increase 
employment or mcome or otherwise benefits the residents of a rural 
area, and that the term "r^iral community development prorgams and 
activities'' mcludes^ but is not limited to, the promotion, establish- 
ment, assistance, improvement, and encouragement of a greater 
number of programs and activities related to rural development. 

Subsection (c) provided that the term "rural per capita income" 
means the average personal income of population of a rural area as 
denned by; this title. 

Subsection (d) provides that the te/m "fiscal year" means the fiscal 
year of the United States. 

Subsection (e) provides that the word "Secretary" means the 
Secretary of Agriculture. 

Subsection (f) provides that the word "State" means the several 
States, Puerto Rico, the Virgin Islands, and Guam. 

Subsection (g) provides that the word "Governor" means the chief 
executive officer of each State. 

Subsection (h) provides that the term "multijurisdictional areawide 
planning and development district" means an organized planning and 
development body composed of two or more counties, towns, town- 
\ ships, boroughs, municipalities, or a combination of any sijoh govem- 
/ ™ptal units established by or under state law and designated under 
OMB Circular A-95. 

Subsection (i) provides that the term "Attorney General" means 
the Attorney General of the United States. 

Subsection (j) provides that the term "personal income" means 
such t^pm as defined by the Office of Business Economics of the De- 
^ partment of Commerce, or, as appropriately modified or changed bv 
. the Secretary. 

\ Subsection (k) provides that the term "local government" means 
a municipality, county, parish, borough, or township as defined and 
used by the United States Bureau of the Censue, but does not include 
independent school districts. 

Subsection^l) provides that the term "development plan" means 
a plan for the expenditure of funds to which an eligible recipient is 
entitled under section 110?. The plan shall include various programs 
and activities and growth potentials of the rural areas. 

Subsection (m) provides that the term "State rural development 
planning system" includes a State rural development planning ad- 
visory commission, comprised of the Governor and one representative 
from each district planning board within the'State to advise the 
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Governor with respect to the formulation of •kSUte rural dovolop- 
ment plan. Such planning boards shall be compriHe^Tof elected official 
from local governments in rural areas within the district. The duties 
shall be determined by State law or the Governor under State law. 
Such multijurisdictional planning districts shall. encompass the rural 
areas of entire geographic territory of the State. 

DATA FOR DEFINITIONS 

Sec. 1003(a) provicies that, where appropriate, definitions in section 
1002 shall be based on reports of the Department of Commerce or the 
Office of Management and Budget. The latest published data is to be 
used in applying these definitions. 

Subtitle B — Rural Development Revenxte Sharing 

APPROPRIATION AUTHORIZATION 

"^Sec. 1101 authorizes the appropriation for Subtitle B of sums with- 
oulfiscal year limitation not to exceed $500,000,000 for each fiscal year. 

' ^ APPORTIONMENT 

Sec. H&2(a) provides that appropriations authorized by section llOl 
shall be appprtioned by the Secretary to the States in an amouht equal 
to the sum of the amounts determined in paragraphs (A), (B), and (( )• 

Subparji^rapji (A) provides that each State shall be apportioned an 
amount equal ta40 per centum of the total amount to be apportioned 
multiplied by a fraction the numerator of which is the population of 
the rural areas of sWh State and a denominator of which is the sum of 
the populations of tKe rural areas of all States. 

Subparagraph (B) provides that each State shall be apportioned an 
amount equal to 20 per^entum of the total amount to be apportioned 
multiplied by a fraction\he numerator of which is the average of per 
capita incomes of all the Spates less the rural per capita income of such 
State with the difference inultiplied by the rural population of the 
State at the same point in tihie, and the denominator of which is the 
sum of the numerator of all vStates. However, if the rural per capita 
income of a State is greater tha\the average of the per caiuta incomes 
of all the States, the difference is^^onsidered zero. 

Subparagraph (C) provides that\each State is to be apportioned an 
amount equal to 40 per centum of th^ total amount to be apportionet 
multiplied by a fraction the nume^ntor of which is the numencal 
decrease of the population of the rural\^rcas of such State (the Secre- 
tary is to take into consideration prior migration trends) and the 
denominator of which is the sum of the numerical decreases in the 
population of the rural areas of all States irt which numerical decreases 
in the population of rural areas took place. 

Section 1102(b) provides that one-third of the amount apportioned 
to each State under section 1102(a) shall he divided flmong ihe 
multijurisdictional areawide planning and de^lopment districts of 
such State so that each district will receive* an Amount equal to the 
sum of the amounts determined in paragrpahs (A)\ (B), and (C). 
Subparagraph (A) provides that each district sh^H be apportioned 
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an amount oaual to 40 per ( (uUiiin of the total amount to appor- 
tioned multipliod by a fraction the numerator of which i^^ thT|)opula- 
tion of the rural areas of such district and the denominator (/ which is 
the sUfii of the populations of the rural areas of all diHtrictHr 

Subparag:ra|)h (B) provides that each district ^hall be ajmrotioned 
an amount ecuial to 20 |)er centum of the total amount to be a[)por- 
tioned nuilti|xled by a fraction the numeraU)r of which m the average 
per capita incomes of all the districts less the rural per ca|)ita income 
of such di.strict with the difference multif)lied by the rural po|)ulation 
of the district at the same f)oint in time, and the denominator of 
which is the sum of the numerator of all districts. However, if the 
niral per ca|)ital income of a district in pjeat^r than the average of 
the per ca|)ita incomes of all the districts, the difference is considered 
zero. 

Subparaprraph (C) |)rovides that each district is to be a|)nortioned 
an amount ecjual to 40 per centum of the total amount to be a[)por- 
tioned multiplied by a fraction the numerator of which is the numerical 
(lecrease of the |)o|)ulation of the rural aretis of such district (the 
Secretary is to take into consideration |)rior mipration trends) and 
the denominator of which is the sum of the numerical decreases in the 
population of the rural aretis of all districts in which numerical 
decreases in the population of rural areas took |)lace. 

Section 1102(c) provides that one third of the amount apportioned 
to each State under section 1102(a) shall be divided among the local 
governments of such State so that each local government shall receive 
an appropriate share of the amount to which its county is entitled 
under paragraphs (A), (B), and ((?). 

Subparagraph (A) provides that each county (which shall include 
any similar subdivision of a State which is not divided into counties) 
shall be entitled to receive for the local governments therein an 
amount e(iual to 40 per centum of the total amount to be apportioned 
multiplied' by a fraction the nunxerator of which is the population of 
the rural areas of such county and the denominator of wnich is the 
sum of the pof)ulations of the rural areas of all counties. 

Subparagraph (B) provides that each county shall be entitled to 
receive for the local governments therein an amount ecpial to 20 per 
centum of the total amount to be apportioned multiplied by a frac- 
tion the numerator of which is the average per capita incomes of all 
the counties less the rural per capita income of such county with the 
difference multiplied by the rural i)opulation of the county at the same 
point in time and the denominator of which is the sum of the numerator 
of all counties. However, if the rural per cai)ita income of a county is 
greater than the average of the per capita incomes of all the counties, 
the difference is considered zero. ^ 

Subparagraph (C) provides that each county shall be entitled to 
receive for the local governments therein an amount equal to 40 per 
centum of the total amount to be apportioned multiplied by a fraction 
the numerator of which is the numerical decrease of the population 
of the rural areas of such county (the Secretary is to take into con- 
sideration prior migration trends) and the denominator of which is 
the sum of the numerical decreases in the population of the rural areas 
of all counties in which numerical decreases in the population of rural 
areas took place. 



ERIC 



51 

Section 1102(d) provider that each State shall be entitled to one- 
third of the amount apportioned under Becti^ 1102(a), 

Section 1102(e) provides that until the StVte, district, or county is 
authorized to receive funds and carry out activities as provided by 
this Act, or in the event it refuses to accept such funds, the funds to 
which it would have been entitled shall be ^vailable for allocation by 
the Secretary for the purposes of this subtitle. 

Section 1102(f) provides that the computations and determmations 
by the Secretary shall be final and conclusive. 

STATE RURAL DEVELOPMENT PLAN 

Section 1103 provides that corffhiencing with fiscal year 1973, as a 
condition precedent to receivinp: entitlements under section 1102, the 
Governor of each State shall publish and submit a State rural develop- 
ment plan to the Secretary of Agriculture, which shall be formulated 
through the State rural development planning system or an alternative 
rural development planning system which assures consultation and 
coordination with substate multijurisdictional planning and develop- 
ment district and local government. Amendments to such plan may 
be submitted prior to the end of the fiscal year to which such plan 
relates Development plans and amendments thereto shall not be 
subject to approval by the Secretary. This section requires that such 
plans take into account the rural development plans prepared by 
districts and local governments, , , . i . i 

Section 1104 provides that each State is authorized to expend its 
section 1102 entitlement moneys for rural development as defined in 
section 1002(b). ' ^ 

Subtitle C — Administration 

PAYMENTS TO STATES, DISTRICTS, AND LOCAL GOVERNMENTS 

Sec 1201 provides that the Secretary shall make payments to each^' 
State agency at such intervals and in such instalhnents as he shall 
determine. 

RECORDS, AUDITS, AND REPORTS 

Subsection (a) of section 1202 provides that revenues shared by the 
States districts and counties are to be accounted for as Federal funds. 

Subsection (b) provides that each state, district, and countv must 
utilize proper disbursement and accounting proceidures, maintam and 
provide the Secretary with access to books, documents, records, etc., 
and make such reports as the Secretary may requu-e. 



BALANCED GROWTH POLICY 

Sec 1203 provides that shared revenues shall be expended in accord- 
ance with the provisions of section 901(a) of title IX of the Agricultural 
Act of 1970. Public Law 91-524. 

NONDISCRIMINATION 

Sec 1204 provides that shared revenues shall be considered as 
Federal financial assistance within the meaning of Title VI of the 
Civil Rights Act of 1964 (42 U.S.C, 2000Cd). 
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RECdVEBT OF FUNDS 

Subsection (a) of section 1205 provides that if the Secretary deter- 
«une3, after mving reasonable notice and opportunity for hearing, that 
a State has failed to comply substantially with the provisions of this 
title, he shall (1) refer the matter to the Attorney General for appro- 
priate civU action; or (2) notify such State that if corrective action is 
not taken within 60 days of such notice that such State's revenue 
share will be reduced in the same or succeeding fiscal year by an 
amount ec^ual to the funds which were not expended in accordance 
with the title's provisions; or (3) take sUch other action afe may be 
provided by law. ' 

Subsection (b) authorizes the Attorney General to seek appropriate"^ 
court rehef with respect to a matter referred to him under subsec- 
tion (a). ' 

Subsection (c) authorizes a State to file a petition in an appropriate 
U.S. Court of Appeals to review the Secretary's reduction of such 
btates revenue share pursuant to subsection (a), and provide rules 
of procedure and for Supreme Court review with respegt to such 
petition. \ 

POWERS OF THE SECRETARY 

Sec. 1206 vests the Secretary with general administrative powers to 
carry out effectively the provisions of this title. 

AGREEMENTS BETWEEN STATES, DISTRICTS, AND LOCAX. GOVERNMENTS 

Sec. 1207 gives Congressional consent to cooperation arid agree- 
ments between States, districts, and local governments. 
m 

REPORT BY THE SECRETARY 

Sec. 1208 requires the Secretary to make an annual report to the 
President and the Congress regarding the programs conducted under, 
and general effectiveness of, this title. 

ADMINISTRATIVE EXPENSES 

Sec 1209 authorizes, without fiscal vear limitation, such sums as 
may be necessary to administer this title. 

LOCATION OP INSTALLATIONS 

Sec. 1210 provides that all installations located, relocated, or con- 
structed with shared revenues shall conform to section 901(b) of the 
Agncultural Act of 1970, Public Kaw 91-524. * 

LABOR STANDARDS 

^Sec. 1211 provides that the provisions of the Davis-Bacon Act, 
relating to the payment of prevailing wage rates, shall be applicable 
to certam projects assisted by shared revenues under this title. 
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BBLOCATIOK COSTS 

Sec. 1212 provides that no Federal relocation contribution in 
addition to shared revenues shall be provided to assist those displaced 
by community development activities under this title. 

MAT^CHING GRANTS 

Sec 1213 provides that rural community development funds may 
be used by a State, multijurisdictional areawide plannmg and de^lop- 
ment district, or local govenmient as matching shares for Federal 
grant programs which contribute to rural development. / 

EFFEC^VE DATE 

Sec. 1214 provides that thejeffective date of this title shall be 
July 1, 1972. 

Title IV— Amendments to the Watershed Protection and Flood 

Prevention 



SHORT EXPLANATION 

This title would amend the Watershed Protection and Flood 
Prevention Act to — " . . .. » „ 

(1) \extend the definition of "works of improvement to any 
undertaking for the conservation and proper utilization of land 
and permit cost-sharing therefor; (Section 1301^ (a), (b) ami f)) 

(2) provide for up to ten year agreements under which the 
Secretary would shaJ-e the cost of soil and water conserva,tion 
practices on lands within the areas covered by watershed projects 
under that act or section 13 of the act of December 22, 1944; 
(Section 1301 (c)) , ' , , , j ;„ 

(3) permit funds appropriated for other acts to be used in the 
acquisition of lands now required tO be afcquu-ed by the local 
organization without cost to the Federal government; l&ection 

1301(d)) , r T J- 1 J 

(4) authorize the Secretary to pay the cost of Indian lands 
needed for works of improvement thereon; (Section 130U«)^ 

(5) permit the Secretary to assume an appropriate part ol the 
. cost of installing any work of improvement apphcable to water 

quality management; (Section 1301(f)) , , . t 

(6) permit the Secretary to pay up to 50 percent of the cost ol 
storage for present municipal and industrial water demands; 
(Section 1301(g)) , , ^ , ... „ . 

(7) require plans which include (a) features which may attect 
the public health, or (b) water pollution control measures to be^ 
submitted to the Secretary of Health, Education and Welfare or 
the Administrator of the Environmental Protection^ Agency, 
respectively. (Section 1301(h)) 
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GENERAL STATEMENT 



Title IV would further broaden and increase tfie usefulness of the^ 
watershed program under public Law 83-566. The watershed program 
has been a. major force in meeting ahe' water, land,;and rented re- 
source needs in watersheds and in improving the economy of rural 
communities. There are two related areas in which -the prbgrarri can 
make a greater eontribation toward meeting broad national needs. 
These are in dealing with problems relating to (1) nfral development 
• and (2) the total environment. 

Title IV would amend the Watershed Protection and Flood Preven- 
tion Act (Public Law 83-566) as amended, to (1) authorize the 
, Secretary of Agriculture to cost-share in watershed projects for 
needed measures, planned and installed in cooperation with public 
.agencies and local organizations that would restore, improve, and 
maintain the quality of the environment, und c^st-share for reservoir 
storage for water quality management; (2)* authorize the Secretan- 
of Agncutlure to enter teto long-term contracts with^landowners and 
operators for malring changes in cropping systems and land uses and 
for installing needed soil and water conservation practices in water- 
shed projects; (3) ^authorize local organizations to lise federal funds 
available to them, other than those appropriated for the purposes ol^ 
the Watershed Protection and Flood --Preventi on Act, in acquisition 
of land, easements, and rights-of-way needed in connection with 
works t)f improvement in watershed projects; (4) authorize the Secre- 
tary of Agriculture to j^ay the cost 6f lands, easements, and jrights- 
of;rway needed for works of improvement to be installed 0Jtpri\rate!y 
owned Indian lands; (5) authorize the Secretary of Agriculture to ^ 
bear not to exceed one4ialf the cost of storage of water added to an}' 
reservoir constructed or modified under the 'Act to mee^ present de- 
mands -ior municipal, industrial, or rural development needs; and 
(6) modify the language in the Act with respect to assurances for 
repayment. of costs of water supply fpr anticipated future needs by 
requiring a reasonable showing that there is an anticipated need for 
the water and that the local organization or an authorized state agency 
gives assurances satisfactory to the Secretary of Agriculture that the 
federal government will be reimbursed the cost of such water sapplv. 
Also included are provisions for coordination vdih the Administrator 
of the Environmental Protection Agency and the Secretary of Health, 
Education, and Welfare, respectively, on work plans which would 
include works of improvement for the prevention, control, and abate- 
ment of water pollution or which include, features'^ which may affect 
the public health. , 
\ Acquisition qf Land Rights on Privately Owned India/n Lands. — In 
some states, Indian holdings are owned bv private individuals although 
the Indians are under the jurisidiction of the Bureau of Indian Affairs, 
U.S. Departinent of the Interior. It is the policy of that Department 
that no^Indian can convey an interest in rights toVuch land without 
being reimbursed* This requirement has hindered, or in some cases, 
' prevented, the carrying out of needed project Ineasures. Since this 
requirement stems fr6m a federal agency policy, the Committee thinks 
it reasonable that the Secretary of ^griciilture be authorized to pay 
for needed land, easements, and rights-of-way involving such privatelv 
owned Indian- lands. ^ W 
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' Lma-term C(mtracti% in Watersheds.— This amendment would au- 
thorize the Saqretary of Agriculture to enter mto agropments for 
periods of not to exceed tien years with landowners and operatore- to 
share the cost of carrying out conservation plans withm watershea 
projects. It would result i* accelerated and mtensified apphcation 
of practices and measures fo| erosion control and otherwise to conserve 
end develop the soil and wAer resources of farms, ranches, and other 
lands in project areas. It v4uld assist m brmging about orderly com- 
munity and resource develbpment. Cost-sham^ contracts between 
landowners end the Department of Agriculture, based on plans 
developed in coopeifation with and approved by the soil and water 
conservation district .involved, would assure apphcation of planned 
measures on a' definite time schedule. This arrangement would ac- 
celerate establishment of needed land treatment and speed up schedul- 
ing of structural works of improvement. Similar cost-sharing arrange- 
ments have ah-eady proved their effectiveness m the Crreat I'lains 
Conservation Program administered-by the Soil ConservaUon bervice. 

Municipql, Industrial, or Rural Community Water Supply 

The Secretary of Agriculture would be authorized by this title to^ 
bear up to one half 6f the cost/ of fche storage of water for present 
user for municipal, industrial, or rur^ commumty water that may be 
provided in any reservoir structure Constructed or modified under 
the provisions of Public Law 83-566NAt the present time, local 
interests are reouired to bear the entire cost aUocated to that purpose 
from sources other than funds appropriated under the Act. . 

An adequate, dependable supply of good quahty water i^ basic to 
the stabiUty and potential for growth of any rural commumtv, tovvn, 
or industry. Reservoirs with the amount of capacity authorized tor 
inclusi6n m watershed projects can provide a dependable supply oi 
water to meet the needs in rural America. Unfortunately, many mrai 
communities lack sufficient funds and legal authority to provide the 
needed water supply facilities by themselves. . , , . i 

BroadeS the authority of PubUc Law 83-566 to provide federal 
cost-sharing for water supply to rural commumties can have a mftjor 
impact in producing economic growth, pro vidmg jobs, and developmg 
a more comfortable and better way of life m many town and countn 
areas. In addition, improvement of the economy of these areas should 
help to reduce the migrati6n of rural residents to already crowded 
urban centers. Thi^ amendment will do a great deal to mcrease the 
ah-eady large contribution of this program to rural community 
development. 

STATUS OF WATERSHED PBOGRAMS 

The 1968 revision of the Soil and Water Conservation Needs In- 
ventory shows Qver 19,000 upstream watershed areas with resource 
probleios. About 8,900 containing over 726 million acres, or about 
^e-third of all land in the United States and Puerto Rico, are con- 
sidered feasible for project action at this tune. As of March 197^ 
applications uAder fubUc Law 83-566 had been.received on 2,937 
watersheds. Planning assistance had been ;«thorized on 1,643, and 
1,059 projects-slightly under 12 percent of the potential— had been 
approved for operations. 
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The 6,788 flood water-retarding and multipurpose dams, 6,646 miles 
of channel improvement, and other structural and land treatment 
measures already installed provide increasing benefits each year as 
they continue to function. They have upgraded the living conditions 
of many thousands of people by.preventing an estimated S220 mUlion 
in flood and sediment damages. The quality of downstream waters 
has been maintained or improved through soil conserving practices 
which keep an estimated 208 million tons of productive topsoU in 
place. In .addition, about 15 'million tons of sediment have been 
trapped m floodwater-retarding dams to date and thus removed from 
lurther travel downstream. 

Equally importantno rural residents are the water supply and 
recreational developments they have buUt into their projects. Some 
78 communities and 464,300 people no longer have to worry about 
adequacy of municipal water supplies. Water-based recreation is a ' 
reality m terms of more than 5 million visitor-days of use on 94 lakes 
behind dartis which also serve to hold floodwt^ters when needed. Most 
ol these 94 lakes are ones on which the Soil Conservation Service has 
provided cost-sharing for recreation facUities. They do not include the 
hundreds of others where incidental recreation, has developed in the 
sediment pools of floodwater-retarding structures. 

The mo^itude of the' problem, much of which remains to be dealt 
with, IS reflected in the following table: 

LAND AND WATER RESOURCE PROBLEMS FEASIBLE FOR PROJECT ACTION 



Probtim 



Ffoodwater ind sediment damage — Agricultuial 
floodwater and sediment damagt—Urban 

.Erosion damage 

Drainage 

Irrigation " 

Rural water supply .1 I.. I. II ' 

Municipal and industrial water supply 
Recreation and fish and wildlife. 
Wattr quality control.. 



V 

Proiects 
(number) 


Area 
(1,000 tcrts) 


Estimated 
annual 
damage or 

potential 
benefits 

(millions) 


Persons 
directly 
. affected 
annually 

(millions) 


7,973 
3,258 
5, 198 
5,253 
2, 182 
2,900 


65, 738 
2, 607 
39,490 
52,053 
13,415 


$640 

90 
34 
1,000 
270" 


UO 
1 


2.800 






21 
200 


6,500 






4.400 




• 



undiSSrn'ilSSyr'lf Sri^l !!«,p.^^^ '''"^ "i'-^ly .n.cted, .long with .„ 

3 Visitor days of annual use. 

WWas^stpS^oV^^^^^^^^^^^ — in th.s^. 

. Source: |967 National Invantory of Conservation Needs. U.S. Department of Agriculture. 

SE(mON7BY-SECTlON EXPLANATION 

Section 1301 amends the Watershed Protection and Flood Preven- 
tion Act, as amended. 

Subsection (a) aniends section 1 of the Act to broaden its purposes 
to include the conse^^^^tigu. and utUization of land, as well as the con- 
servation, developmentTut^lization and disposal of water. The inclu- 
sion of these purposes recognizes the interrelationship between land 
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and water resources, and will permit greater utilization of t\^f 
in the enhancement of the quahty of the environment. , ^ ^ . 

Subsection (b) amends section 2 of the Act to mclude m the defini- 
tion of "works or improvement'' authorized to be included in plans, 
works of improvement for the conservation and proper utilization of 
land. This amendment is needed to assure that all authorities under the 
Act will be consonant with the broadened purposes of the Act. 

Subsection tfc) amends section 3 of the Act to authorize the becretarv 
to enter intP long term agreements of not to exceed 10 years with 
landowners, operators, and occupiers in the development and carrying 
out of conservation plans in project areas which are needed to fully 
implement the land treatment aspects of work plans required by the 
Act. Such tiuthority would also be extended to the eleven watershed 
improvement programs authorized by section 13 of the Flood Control 
Act of December 22, 1944. Provision is included which would permit 
the Secretary to preserve cropland, crop acreage, and allotment his- 
tories in connection with such agreements. / \ e 
Subsection (d) amends the strict requirements of paragraph (1) of 
section 4 of the Act to permit local organizations in the furnishing of 
required lands, easements, and riehts-of-way for projects to use fed- 
eral funds which otherwise could be made available to them under 
other Federal programs. 

Subsection (e) also amends the stnct requirements of paragraph (l) 
of section 4 with respect to the acquisition of lands, easements, and 
rights-of-way, and would permit the Secretary to pay from funds 
appropriated for purposes of the Act the cost of such lands, easements, 
and rights-of-way needed for project works of improvement which are 
If ^ located on privately owned Indian lands. / .4 

Subsection (f) amends clause (A) of paragraph (2) of section 4 to 
include works of improvement for Water quality management as 
elioible for cost-sharing assistance by the Secretary. Such works of 
improvement currently may be included in plans, but are not eligible 
for cost-sharing assistance. It also adds as eligible for cost-shan% 
assistance works of improvement for the conservation and proper 
utilization of land, which is consistent with the broadened objectives 

of the Act. ^ i_ A en* 

Subsection (g) would authorize the Secretary' to bear up to 50 
percent of the cost of water storage included in any reservoir for 
present municipal and industrial use. It would also amend the Act 
to provide, with respect to future water supply, that the bex^retarv' 
may also accept assurances^ of repayment by an authorized State 
agency, which assurances need not be supported by the immediate 
issuance of bonds or other obligations. . r a . u- u 

Subsection (h) amends subsection (4) of section 5 ol the Act which 
presently provides interagency consultation on watershed work plans 
developed under the Act. fn addition to consultations presently 
provided for, consonant with the broadened environmenati and rural 
development purposes of the-Act, plans which include features which 
will affect the public health will receive a review by the Secretary 
of Health, Education, and Welfare, and plans which inc hide measures 
for the control and abatement of water pollution will receive the 
review of the Environmental Protection Agency. 
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Title V — Amendments to the Bankhead-Jones 
Farm Tenant Act 
short explanation 

This title would — 

(1) amend the Bankhead-Jones Farm Tenant Act to authorize 
the Secretary to (i) pay up to 50 percent of the cost of storage 
of water in any reservoir constructed or modified under such act 
for present needs for rural community water supply and advance 
the cost of storage for future needs; and (ii) snare in- the cost 
of installing measures- for water Quality management, the control 
and abatement of agriculture-related pollution, thfe disposal of 
solid wastes, and ^(| storage and wthdrawal of water for rural 
fire protection; (SOTUon 1401) 

(2) require the Sferetary to cany out a land inventor^' and 
monitoring program aSiJissue a land inventory report at not less 
than five-year intervals. (Section 1402) 

GENERAL STATEMENT 

The Resource Conservation and Development Pro^/im, carried out 
iii project areas in cooperation with federal, state, territorial, and other 
public agencies and local nonprofit organizations, assists local people 
to (levelop and carry out dynamic programs to improve the quality 
of life in rural America. Experience in the 98 projects authorized to 
date indicates that one of the more important ways of achieving 
national objectives for rural development is through installation of 
community facility-type measures that enhance the economic climate 
and environmental quality of project areas. 

The U.S. Department of Agriculture during the past several years 
under the leadership of the Soil Conservation Service, and with 
assistance of a number of other federal, state, and local agencies 
updated the National Inventory of Soil and Water Conservation 
Needs. One phase of the inventory identified areas in which rural 
community water supply problems can be solved onfy by cooperative 
action through formal organizations having legal status to install and 
operate and maintain- needed improvement measures. The inventory 
shows that project action is needed to provide adequate rural water 
supplies in nearly 5,600 areas of the United States an^ Puerto Rico, 
These are areas in which presently developed surface and ground 
water suiiplies are inadequate for present and future domestic water 
needs. Many of these areas are in resource conservation and develop- 
ment projects where one of the real significant keys to enhancement 
of the economy rests with the development of adequate water supplies 
to create a suitable environment for Uving, and in providing water 
supplies needed to hold and attract industry. 

Under existing law the Secretary of Agriculture is not permitted to 
cost share for the development of rural water supplies with Resource 
Conservation and Development Program funds. The ability to provide 
such assistance would do much to advance the purpose of resource 
conservation and development projects: to conserve, use, and develop 
the natural resources oi project areas in a way which will create 
employment opportunities and increase rurial income. In addition, it 
would provide a greater incentive to local people to make a more 
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thorough evaluatbn of present and anticipated future water manage- 
ment needs for all purposes as they plan for the use of scarce reservoir 
sites. In many instances they are now mclined to i)lan for a single 
purpose, or at any rate less than full utilization of sites, without 
adequate consideration of present or long term community needs. 
Financial assistance for rural water sui)i)Iy'^xelptmient would nut 
that purr)08e in a more favorable competitive status with other 
purposes including flood prevention, recreaj^ion and fish and wild Hi e 
for which federal financial assistance is now provided. , , , 

The National Environmental Policy Act of 1909 reciuires federal 
agencies to administer existing policies, regulatioris, and laws in the 
' broadest sense possible to improve, maintain, and preserve the ciuality 
of the environment. Resource conservation ami develoijhient projc^ct 
sponsors have ideiftified man\- measures that are neede/l for the pro- 
tection and enhancement of environmental ciualit\v/n rural areas. 
Thev are measures which are recognized as being sjjtelv needed by 
ecoiiomic conditions and priorities for the uwi-ef^ocal funds torce 
.sponsors to defer installation of many such nietusures. Legislation is 
needed to give the Secret arv authorities so that he m.i*, ])ro\n(le 
technical and financial tussistance for installing measures \v|iich can 
be clearly justified as environmental measures oT concern to federal, 
state, ami Ureal public agencies. Expertise exists within the Depart- 
ment to provide this kind of assistance. (^itc«gories of environmental 
improvement measures recjuiring program ussistance arp: 
' a Water QuaJity Management- FMvm\ financial assistance for 
water ciualitv mantigement is not now provided for in resour^ejon- 
servation and development i)roiects but! Is authorized for mainstream 
developments ufuler other fecleral - urograms. This proposal would 
remove this inconsistency and would ' provide- for the maintenance 
of water qualitv beginning at the fai^thest upstream points where 
pollution mav wcur. Witter retention reservoirs would release water 
cluring low stream, or other critical, flow periods to imprc)ve hsh and 
acHiatic habitat, reduce bibclegradation, and leduc'e, costs to water 
users downstream. This authorization will coinp ement father than 
run counter to the National policy to stop point pollution at its source 
b Disposal of Solid Wasteit.- Properly located, construe ed, and 
operated sanitarv landfills constitute an acceptable means cjf disposing 
of various solid w.istc materials. Well-designed landfills to meet 
c-ommnnitv needs can be an asset and desirable acfdition to a water 
disposal and land utilization system, (^ire must be exercLsed ^ 
tion of .soils suitable for landfills. Att<>ntion must be given to/the 
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pos.sible pollution of grouiul water, ami proper drainage nu 
afforded. This authorization will snpijlement and ^upport the soh.l 
wiiste disposal program authorized by the Consolidated farmers Home 
Administration Act of 1961, as amended. A,rri-.„1 
c. Control and Abatement of Agriculture-Relate, Pollution —Agrii.u\- 
tural w.vstes ami odors often contribute to pollution of the overall 
enviroimient through contamination of air, water ^''PP^'''^' fl^'l'^^^^' 
ami land areas. Such enterprises ''"'Vbe. .letrime.ital o propos^^^^ 
iiwlustrial and recreational developmenis m l>'^"if 
interests mav not be financially able to comply with environmental 
standards, if^applied, and might otherwise have to go "''t b''™^ 
To provide for continued operation of these facilities to the benefit 
of the community and not preclude development of co^fiponent parts 

' Co.. 
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of the resource ronservation and development project, RC«&D funds 
are needed to heln finance relocation or modification, or to help with 
construction of jagoons, holding ponds, waste dinpoaal recycling 
aystenas, or other projects. t» 
The increased u|6 of water resources, ever greater tonnages of 
waste products to be dispoied of, a wide variety of lethal chemicals" 
and pesticides and increasfed animal concentrations creating severe 
animal waste disposal prc^blems require immediate att^-ntion if we 
are to reduce water poUut/on and develop effective means of recycling 
wj^tes back to the land, in a manner consistent with rather than 
detenmental to rural community development 

d. Water Storage M Fire Protection. —There are many needs and 
opportunities m resource conservation and development projects for 
comrauruties to develop facilities for the storage of water for emergency 
use^ Ihese include the need for supplies to provide fire protection 
Jor tural dwellings and buildmgs and natural resources includihs 
forest and rangelands. The need for such facilities has been recognized 
by resource conservation and development project sponsors' in a' 
large percentage of the areas where the program now operates 
. Uespite the widespread recognition of such need, local tnonsoring 
• organizations often are unable to follow through and install the 
measures. They are faced with hard choices on where their limited 
hnanciai resources should be expended and often must place facilities 
. Jor hre protection water supplies in a priority category below schools, 
roads, and other public facilities. 

Authority permitting the inclusion of storage of water for rural 
fare protection as a measure eligible for R('&D financial assistance 
would be an added mducement to local people to install measures 
needed to F)rotect capital investments and natural resources in^ rural 
areas. It would also encourage local people to incorporate storage 
for such purpose m other structures they are now installing for a 
single purpose or at less than full beneficial use of scarce reservoir 
sites. Ihis provision will complement and support the fire orotec- 
tion program provided by Title VI. f ' 

Section 1401 authorizes the Secretary of Agriculture to promote 
rural community development by funiishing technical and cost- 
shanng assistance to eligible public agencies and local nonprofit 
organizations in planmng and carrying out R('&D i)roject plans for 
the following types of works of improvement. 

(I) Rural Community Water Svpply.-The amendment would 
.provide for reservoir storage of water to include i)resent and future 
water supply needs for rural communities. The public agency or 
orgamzation would be required to pay not less than 50 percent of 
tne cost of water storage to meet present needs and all of the cost 
of storage for anticipated future demands. The cost for storage to 
meet future demands cotild not exceed 30 percent of the total cost 
of the reservoir structure. Such agencies and organizations would 
need to present evidence that the capacity for future ii.se will be used 
in a period of time permitting repayment of its cost within (he life 
of the structure. An interest-free period would be provided for the 
costs of the future use capacity for a period of 10 years or until the 
capacity is first used, whichever occurs first. 

(\Water Qjiaiiiy Management—Cmtrol and Abatement of Aaricid- 
ture-ReUUed PoUution, Disposal oj Solid Waste Materials, and Storage 
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of Water in Reservoirs^ Farm Ponds, or Other Impoundments for Rural 
Fire Protectim.—ln addition to technical assistance needed for plan- 
ning and installing such measures, the Secretary would be authorized 
to provide financial assistance in such proportionate share as he 
determines to be equitable in consideration of the national needs 
and assistance authorized for similar purposes under other federal 
programs. Works of improvement for water cjuality management 
would consist primarily of water storage capacity in reservoirs for 
regulation of streamflow and would be consistent with standards and . 
regulations adopted by the Water Resources^ Council on federal cost 
sharing for water quality management. / 

The proposed legislation, by providing authority for assistance on 
water storage for rural community water supply, water quality 
management, and for rural fire protection [)urposes will provide a 
real incentive to local [)eople to make a more thorough overall assess- 
ment of total community water management and should do much to 
encourage more comprehensive natural resource planning. In addition, 
it should expedite the installation of many highly desirable community- 
tyne measures identified in R(/&D project j)lans but which are often 
deterred because of scarce resources in rural areas. 

The provision of an authority to [)rovide teMjtnical and financial 
assistance for the disposal of solid wastes willSfelp to assure that 
sanitary landfills and other methods of solid w^g disposal in rural 
areas are carried out in a manner that will falfy^-<^pmize environ- 
mental valu(»s. This will result from a more careful seieftt^n of sites, 
to consider soil, water, and land characteristics of sites. Core would 
be exercised that sites be so located as 'to preclude pollution of ground 
and surface waters, and with fvdl recognition of scenic values. 

Statuo of the Reoource Conoervation and DcvrlopnTini Proyram (including rural 

renewal projecio) 

Program data as of Kebniary 29, 1972; 

Projects in planninR- - — - — 

Projects in operations 08 

Total authorized projects . - - ?? 

Applications on hand - * ^ ' ' ' ' " ^ ~ ' 

Budget estimate new starts for fiscal year 197:i. , 20 

In 65 projects authorized for operations as of J\me 3Q, 1971, spon- 
soring agencies had identified 9,206 spetdficactions (project measures) 
to be carried out to accomplish their objectives (e.g., flood prevention 
structure, recreation development, wood processing plants, facilities 
for disposal of solid wastes). Following is a summary bf the status of 
those measures: 

Statud of project mrasures Number 

Planning underway during fi.scal year 1971 - 3, 462 

Being installed during fi.scal year 1971 2, 444 

Completed and placed in operation during fiscal year 1971 1, 141 

Total active project measures during fiscal j-ear 1971 7, 047 

Completed and placed in operation prior to fiscal year 1971_ 2, 249 

Total measures to dat^. 9» 296 

It should be noted that local sponsors through fiscal year 1971 had 
completed and placed in operation 3,390 project measures. They are 
measures and facilities which have created new job opportunities, 
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increased project area iuoomes, and have enhanced environmental 
quality in project areas, I'h^y reflect the extent to which RC&D 

E reject sponsors have bfeen aJble to carry out plans in a manner that 
as real impact on rural- development. Following is more detailed 
information on the 7,047 me^ksures that were active durins: fiscal year 
1971. 

TYPES OF MEASURES THAT WERE ACTIVE DURING f ISCAL YEAR 1971 



Numbor Porcont 



Active project measures r 
Accelerated sorvicea . 

Agrtculturat wator managoment devoiopmeqts 
Recreational devctopmonta. 
WitdUfe developments 
Watershed developments (Pub)tc Uw 566)'. 
Wrtar developments Mother than Public Uw 566) 
Land stabilization and critical aroas 
Special re::ourc« studies and invontorios. . . 
Highways, roads, tratls, iconic highways . , . 
Range improvomcfJt groups . » 
Agriculture and wooo-using'uidustnos 

Other mdufltnes established • 

Public service facibtits 

Industrial parks and other developments 

Rural water lines 
Rural sower hnes 
Beautrftcntion (special measures) 

Educational measures , . 

Other , 

Total . , . 

k 

Nott: The wide ranga of project measures bein? olanned fuMhor illustrate the tntorest and ahihly of local people 
given the proper typo of encouragement and assistance, to carry out the full scope of measures that are so essential to 
meaningful rural development. 

Section-by-vSection Explanation ^ 

Sec. 1401 amends Section 32(e) of Title of the Bankhead-Jones Farm 
Tenant Act to broaden tho authority of tlio Socrotarv to assist in the 
carrv'ins; out of local resource conservation and development and rural 
renewal plans developed in cooperation with Federal, State, local 
public agencies, and local non-profit organizations. 

Subpara^aph (1) authorizes the Secretary to assist in the develop- 
ment of storage of water for present or anticipated future demands 
or needs for rural community water sup[)ly. The cost of storage to meet 
future demands could not exceed 30 per centum of the total estimateil 
cost of the reservoir structure, and the cooperating local pul)lic agency 
or local nonprofit organization with respect to such future demands 
would be required to give reasonable assurances, and there would have 
to be evidence, that demands for such water sup])ly would be made 
within a j)eriod of time which would permit repayment of the cost of 
future wfitet sui)ply storaee within the life of the reservoir structure. 
The public agency or local nonprofit agency would be require(l to pav 
not less than 50 per centvmi of the cost of the storage for present water 
supply needs, and to repay all of the costs of storage for fdture needs 
within the life of the structure, but in no event to exceed fifty years. No 
repayment for future needs would be required until such sup{)ly was 
first used. Interest would accrue from the time the future su{)ply is 
first used, but in no event would the interest free period exceed ten 
vears. The interest rate would be the average rate payable by the 
Treasury upon marketable public obligations outstanding at the 
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be^nningof the fiscal vear in which. the first advancement on account 
of such water supply is made, whicti are neither due nor callable for 
redemption for fiiteen years from datQ of issue. 

Subparagraph (2) would authorize tl^e Secretary to provide, in carry- 
ing out resource conservation and development and rural renewal 
plans authorize(i to be made under th(^ Act, for the benefit of rural 
communities, technical and other assistance, including cost-sharing 
assistance, for the installation of measures and facilities for water 
quality management, for the control and abatement of agriculture- 
related pollution, for the disposal of solid wastes, and for storage of 
water in reservoirs, farm i)onds and other impoundments, together 
with necessary withdrawal appurtenances, for rural fire protection, 
'the cost-sharmg assistance authorized for these measures and facili- 
ties would be that determined by the Secretary to be equitable in con- 
sideration of National needs, and assistance authorized for similar 
j)urposes under other Federal programs. 

Section 1402 direc® the Secretary to carry out a new program of 
land inventory and monitoring for guidance of coinmunity develop- 
ment for a l)alanced rural-urban growth, for identification of prime 
agriculture oroducing areas that should be protected, and for use in 
protecting tne quality of thg environment. Such program will include 
studies and surveys of erosion and sediment damages, floodi)lain 
identification and utilization, Vnd Use changes and trends, and the 
degradation of the environmeniK resulting from improper use of soil, 
water, and related resources. The Secretary would be required to issue 
land inventory reports at intervals of not less than five years. 

Title VI— Rural (.'omminity Fire Protection 

short explanation 

This title authorizes the appropriation of $5 million for each of the 
fiscal years ending June 30, 1973, June 30, 1974, and June 30, 1975, to 
enable the Secretary of Agriculture to provide financial, technical, 
and other assistance to appropriate State officials in cooperative efforts 
to organize, train, ^hd equip local forces to j)revent, control, and sup- 
press wildfires in rural areas and rural communities of 5,500 or less. 
Financial assistance could- not excieed 50 percent of budgeted or actual 
expenditures, whichever was less. 

' GENERAL STATEMENT 

Needjor the Program 

Many families in rural areas of America spend their lives knowing 
that the material basis for their existence are unprotected and vul- 
nerable to man*s oldest enemy— uncontrolled wildnre. 

The hazards are real. Terrible losses in human life, livestock, wdd- 
life, crops, manufacturing plants, industrial complexes, second-home 
communities, and other values are sustained each year. An estimated 
1,000 lives are lost in rural fires annually. In 1968, farm property losses 
to wildfire were estimated at $227 million. 

An estimated 48 million jicople, and property values totaling more 
than $200 billion, are virtuai^mprotecled. An estimated 8,5 million 
acres of unprotected rural binds are burned over annually. 

/ • 
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In many rural ureiiH. outHule larger communities, particularly in th^ 
open country, there is little if any organized capability to combat even> 
the smallest wildfire emergencjr. Specifically, the need is for well- 
equippedj well-trained fire nghtmg crews throughout rural America, a 
need which has not been met in most non-forested areas. 

Program Approach 

This title is designed to set in motion a widespread increase in the 
firefighting capabilit^jr of the citizens and communities? .of rural 
America. Financial incentives, technical, leadership, and organiza- 
tional assistance will be made available for a three-year period to 
encourage local initiative and involvement. 

The basic approach is to make Federal "matching funds" available 
to States and Jneir mral communities, including Indian tribes. These 
funds could be used to purchase needed equipment and provide train- 
ing for local firefighters. 

Fe(leral funds, up to 50 percent of the total costs of equipping, 
organizing, and training the local fire fighting groups, would be 
available to approved participants in communities having a population 
.of 5,500 persons or less, not included in a standard metropolitan 
statist i(*al area. 

A report to (/ongress would be due within two years of enactment 
indicatmg xvhether or not the program is providing a catalyst and a 
momentum toward improved ^re protection in runu areas. 

Program Organization 

The program would be coordinated ctbsely with other Forest Service 
programs including: the Cooperative Forest Fire (Control Program now 
operational in 50 States and Puerto Rico; a strong forest fire research 
program; forest fire prevention activities; technical assistance to other 
Federal agencies; and international leaclernhip in wildfire protection 
compacts and mutual assistance agreements. 

Forest Service experience with the States dates back to 1911. The 
rural fire protection program proposed in this Act would build on this 
time-tested teamwork established by the Forest Service, State 
Forestry agencies and local governmental and private forest owners. 

Section by Sic( tion Explanation 

Section 1501 sets forth the pur|)ose and findings of the title, express- 
ing a need to strengthen and synergizo Federal, State, and local efforts 
to provide for adequate protection of rural luitural resources, and of 
the lives and property of Rtiral Americans. It finds that inadequate 
organized wildfire protection is a deterrent to the revitalization of 
rural America. Further, it atithorizes and directs the Secretary of 
Agriculture to provide financial, technical, and other assistance to 
vState foresters or other appropriate vState officials to organize, train, 
and eciuip local forces to prevent, control, and .suppress the full range 
of wildfires that occur in rural areas and coinmunitie^s. The program 
authorized would be limited to areas and conununities vsith a popu- 
lation of 5500 persons or less not included in a standard metropolitan 
statistical area. 

Section 1502 provides that the program is authorized to be carried 
out in accordance wnt^ cooperative agreements between the Secretary 
of Agriculture and State officials. It authorizes the Secretary to share 
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fifty percent of the program costs. The calculation of the State shore 
will include expenditures of local public and private non-profit organi- 
zations participating; in pro^om activities under an agreement. The 
Secretary m^y make payments to States on certification by State 
officials that^xpenditures provided for under agreements have been 
made. 

Section 1503 requires theJiSecretary of Agriculture to report to the 
President within two years after the date of the title detaihnc the 
program's contribution toward achieving the purposes of tMs Title, 
along with recommendations regarding the program. The President 
is required to transmit the report to Congress^. 

Title VII — ^Rtjral Development and Small Farm Research and 

Education 



short explanation 



This title authorizes the appropriation and apportionment of funds 
to States for (1) rural development extension programs; (2) rural 
development research; (5) rural d'evelopment training; and (4) small 
farm extension, research and development programs. The purpose 
of the small farm programs would be to assist small farms to operate 
successfully as small farms, such as through the development and 
diaeemination of information as to crops which can be produced 
profitably on small farms, rather than through encouraging such farms 
to become larger or enoouratring the farmers to movo off the farm- 

Appropriation authorizations increase from a total of 850 million 
for fiscal 1974 to a total of 8135 million for fiscal 1976 and subsequent ' 
years. Apportionment would bo as follows: 

(1) 4% io the Secretary of Agriculture for adminmtration ; 

(2) 10% to be allocat-ed by the Secretary to finance work serving 
two or more vStat^fi; ^ 

(3) 20% equally among the States; • • . 

(4) 33% among the StateKi on the bourns of rural population as 
determined bv the lost preceding decennial census at the time 
each such additional sum is first appropriated ; and 

(5) 33% among the States on the basis of farm population, 
determined in a similar manner. 

GENERAL STATEMENT 

,The objective of this title is to i)rovide research, extension and 
training to insure successful programs of rural development. This 
title recognizes that development is a (^op^nlex of processes in which 
the elements lead toward ^ greater social and economic well-being 
for rural people and their communities. It is further recognized that 
improvement in the utilization of resources are necessary to improve 
the income of rural people and increase the satisfactions people derive 
from the community in which they live. The Committee is convinced 
that rural developmental processes/are complex and not well under- 
stood and that the full power of research, extension and training 
•must be incorporated and be a part of the total. effort to insure that 
the highest possible level of employment and quality of hfe m rural 
areas be achieved. It undergirds the development.investment provided 
by other titles of the Act. 

75-737 O— 72 5 
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The President's Task Force Report on Rural Development,. A 
New Life for the Countr>s outlined the vi£al role of rural development " 
4 m the national interest and well-being as follows: 

The fact that the immediate concern of rural development " 
focuses on the 65 million people who live in nonmetropolitan 
America— and that the urgent rhallong:o is to improve the 
opportunities for these people throug:h f)rivate institutions, 
private initiative and government — does uot alter the fact 
that the real goal is to benefit simultaneously the 140 million 
people who now live in metropolitan areas, and the millions 
more who will live there by the end of this century. 

If this is to be a happy and healthy Nation in the years 
ahead, our CTouin^ industry and our increasing population 
must sprea<I out instead of continuing to pile people and 
industrial j)lants into comparted urban areas. 

It is in the rural countryside areas that we can find generous 
resources of clean air, clear water, living npace, recreation, 
scenic beauty, transportation potential, tranquility an'^i 
mspiration for tomorrow's people. And it is there that we 
can most readily and econonncnlly deyelop and preserve 
th©?;e natural resources in living harmony with man m our 
population eji[)ands in the generations aliead. 

The research, eKU'nnion and training programs authorized by this 
title are targeted specifically toward serving tli/» special needs of both 
pubhc and privaU» agencies, units of government, business and others 
engaged in or contnbuting towards rural development, Emf)hasis is 
placed on research originating in any scientific field of ony public or 
private college or university that bears on development and which 
contributes directly to solving practical problems of rural areas and 
rural communities as tliey initiate new programs, and new investments 
for develoj)ment. Extension of information and knowledge bearing on . 
development is likewise to be targeted on serving the public and |)riyate 
agencies, organizations, units of govenunent, business and others 
involved in rural development. 

jSpecial training of administrative, professional, and technical person- 
nel for unique public and private roles in rural development processes 
will fill a currently urgent need and enhance developmental capabilities 
of all organizations engaged in rural development. In-service training 
opportunities of students and others who may have special roles in 
various facets of programs is encouraged. 

Specific attention to the sj)ecial research and extension needs of 
family-sized farm and part-time small farm operations and their 
cooperative marketing organization is provided for in order to enhance 
their income opportunities and contributions to the development of 
their communities. The small farm provisions of this title contemplate 
a program along the lines of the Rural and Farm Family Rehabilita- 
tion Project^, which has been operating in the State of Vermont for the 
past thyee years under the direction of the Cooperative Federal^tate 
Extension Service, with funds supplied by the Rehabilitation Services 
Administration of the Department of Health, Education, and Welfare. 
The Vewnont program had three principal objectives: 

(1) to help farmers on public assistance to become self-support- 
ing on their own farms; 

\ 

er|c &t 



67 



(2) to i)r()vi(l(» toclniiral assistaivco to imi)rovo i^ractices on 
small farms so as to allow tho fanners thoroon to bocoino eligible 
for FHA credit ; and 

(3f to prevent marginal farms from going bankrupt thus forcing 
"rtwiir oj)erat()rs and'tbeir families to move into tb(» cities wb(»re 
major^idjustmcnf-^ in tbcir live-, arc rc(piircd to siitisfy their basic 
needs and desires. 
The project has proven very successful In achieving these objectives 
indicating that a nationwide 'orogram as proviih^i under-this ritic of 
the bilfcould be |)atterned after the Vermont exi)eFiment and i)rove 
Kuecessfid. 

The committee believes It wise to build the thrust of thm tjtle on the 
long-standing relationshij) between th<« T S Dejiartment of Agricul- 
ture and the State Land-drant rniver ties The administrative 
structtire for j ooj)era! ive reseiiA'ch and ext<«nsion ^)rograms is already 
in i?lace Program (leveloj)m<KU , program planning arul evaluation 
an<l |>rogram audit tecliniqu/s are well established. Procedures f()r 
interstate and regional efforts are viable and effective. The responsi- 
bility of th(» Secretary in directing a nationally coordinated system 
of rural develo|>ment 'and small farm research and education can be 
quickly and effectively mobili/'<*d within this system through the 
State T^and-Cirant University. No new structure is needed to imple- 
ment this title. ^ 

In addition, in order to maximize the use of all the States research 
and educational resources in sui)port of the statewide ])lan the Land- 
(irant University is expected to invite sj)ecific in|)ut9 from other 
|)ublic and private colleges, area technical in?5titutes and community 
colleges in sui)i)ort of the statewide plan. The .special talents ^and 
resources in a number of fields 'inchuliiig the |)rofeKsional schools of 
engineering should be viUlized in rural develoj)ment research and 
education. />, -i 

Provision for a State Rural I)eveloi)ment Advisory Council com- 
posed of a re|)resentative group of professional and lay leaders, 
nichiding the head of a pnnrii)al school of enghieering, in each State 
insures that all the concerns and needs of the vState with respect to 
rural development are identified. Further, the council) is exj)ected 
to advi.se on and ap|)rove |)otential programs of research and educa- 
tion and to review on a continuing basis the |)rogress of these programs. 

Section'-by-Section Explanation 

Section 1601 sets forth the |)ur|)oses of title VII as the providing of 
essential knowledge necessary for successful programs of rural devel- 
opment, including: . . . . 
the interpretation and a|)plication of iiiformation to practical 
problems and needs in rural develojmient ; , ^ i i u 

tlie providing of research and investigation in all fields that 
may contribute to rural develop^nent ; 

the |)r6viding of training to persons to serve in leadership, 
technical, and management positions concerned with rural 
development; 



(leVLMOpillCIlU, ... 

enhanci'ng t he capabilities of colleges and universities to perform 
j)ublic service roles in su|)port of rural development ; 
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expanded research on ^innovative approaches to smallVfarm 
management and technology and extend training and technical 
assisjbance to smal farmers. 
Section 1602 describes the extension, research, training, and develop- 
ment programs that the Secretary is authorized to conduct in co- 
operation and. coordination with colleges and universities in carrying 
out the provisions of this Title. 

Section 1603 authorizes appropriations beginning in fiscal year 1974 
for programs as follows: 



Fiscal yaar 



Rural 

dfVflapmtnt Rural 

txttnsian davtlopmant 

prpgram rtstarch 



Small farm 
•xtansion 
Rural restarch and 
dtvtlopmant davelopmant 
training program 



r 25,000.000 

,19/5 . 40,000,000 

1976 and subsequant years . 60, 000 000 



10,000,000* 5.000,000 10,000,000 
20,-000,000 lQf,00O,C00 15,000,000 
40,1)00,000 . 15,00r,000 20,000,000 



The formula to distribuiie these apprbpriations provides 4 percent 
to the Secretary for admirmtration, coordination, and prograrii assist- 
ance! to States; 10 percent* for payments to States to finance work 
seriring two or more States; 20 percent equally to all States; 66 per- 
cent for paymentg to States of which dne-half is on basis of rural 
population and one-half is on .basis of faJrm population. Payment 
'would be conditioned upon the Secretary's approval of annual State 
plans and* budgets. ' * ^ 

Section 1604 (a) requires a coordinated pr^n^m in each State with- 
responsibility. for administration by the institution ddsignatedi bv the 
State to adjiunister the Smith-Leveir"Extension pirogram and Hatch 
Act Ejcperiment Station program, (b) Requires that the university 
responsible lor administering the programs in the State to designate 
oflScials resppn^ble for specific pro-ams atid for the overall coo^ina- 
tion of total program, (c) Requires the appointment of a State 
Rural Dc^velopment Advisory Council composed of representatives of 
agriculture and engineering schools, farmers, business, governmental 
units, and .federal agencies involved in rural development to review 
and approve annual program plans and advise on program matters. 

Section /^O^ requires that the program be mutually agreed upon by 
the Secretary and the university designated to administer the program. 

Section 1606 provides procedure for withholding Federal funds. 

S^tion 1607 defines rural development as "the planning, financing, 
and developments! facilities and services in rural areas that contribute 
to making these area^ desirable places in which to , live and make 
private and business investments; the planning, development, and 
expansion of business'* and industry in rural areas to provide increased 
employment and inccMgae;' the planning, development, conservation, 
and use of land, water, aiid other natural resources of rural areas to 
maintain- or ejihance the quality of the environment for people and 
business in rural areas; and processes and procedures that have said 
objectives as their major purjpoaes.** 

Section 1608 authorizes this Secretary to issue regulations necessary 
to carry out the provisions of thi^ title. 
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Title VIII— Miscellaneous ^ 

SHORT EXPLANATION 

This title would — i". i i j ^ 

(1) prohibit financial assistance under the act which would 
result in the transfer of employment or production in excess of 

- demand; (Sec. 1701) ■ ^ ^* \ \ 

(2) require the Secretary" of AgncuHure to Coordinate rural 
t developmefut activities; (Sec. 1702) / 

(3) authorize ten year cost sharing pav^ents under section H{p) 
of the Soil Conservation and Domestic Motment Act; (Sec. 1703) • 

"^(4) authoriae cost sharing under suth section 8(b) for agn- 
culture-related pollution prevention br abatement practices 
unrelated to' soil or water conservation, y&ac. 1704) 

Se'ction-by^ection Explanation 

^Sec. 1701. An«?2)irac2^.—(a)V Provides that n\) £nancial assistance 
shall be ^available under the Act which will re^^Jt in the transfer of 
employment or business activ^^y from one area \o another, but this 
wotild not prohibit assistance to a' new branch, affiliate, or subsidiary 
of an existing business, if such Assistance would not result .in an 
increase in unemployment in the area of the originalioxsation or any 
other arerf where the firm or a directly oompetmg firm, conducts 

business t)pei:ation8. v:*. . * *u u-or,.,!. ' 

Financing would also be prohibited if establishment of the branch, 
affiliate, or subsidiary would result in closing down of operations of 

'any of the borrower's. existing business locations. . 

- (b) Financial assistance would also be prohibited to any borrower 
whose entry into business would result in an increase in the production 
of goods, materials, or commodities, or the availability of services or 
facilities which would be. in surplus supply m the intended area of 

^^Secr^'l702. Coordination oj Rural Development Activitus—M 
Abends section 520 ' (U.S.C. 2201)- by requiring 'the Secretary of 
Agriculture to disseminate useful information on ^^rural development 
as well as, agriculture. , , , . . .i,. o * 

(b) -Amenls section 526 (7. U.S.C. 2204) by requinng the Secretary 
to procure and preserve all the information he can obtam with regpd 
to ''rural development'* as well as agriculture. . , i j u- 

The Secretary is afso authorized and directed to provide leadership 
and coordination within the executive branch and assume responsi- 
bility for a nationwide rural . development pro-am utilizing all 
agencies of the executive branch. 

^ The Secretary is required to establish employment, income, popu- 
lation, housing, and quaUty of communitv services and facilities goals 
for rural development and report annually to Congress. 

The Secretary is authorized to initiate or expand research and 
development efforts related to rural water supply, rural sewage and 
solid waste management, rural housing and rural ^^^^^^^^^^^^j^^^ ^ 

(c) Directs -the Secretary to utiUze all USDA field offices and tho^se 
of other executive agencies to enhance rural development activities. 
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Sec. 1703 Long-nrm Rural EnvirorLental Protection Contracts.— 
Amends subsection (b) of Sec^tion 8 l{ the Soil Conservation and 
Domestic Allotment Act (16 U.S.C. 59030 by authorizini? the Secretary 
^^^I' ,''^ '"to^contracts with agricultural producers for 

periods not to exceed 10 years to carry out provisions of the Act 
apecihcally, this includes: preservation and improvement of soil 
lertility; promotion of economic use and conservation of lami ; diminu- 
tion of wasteful uses of national soil resources; protection of rivers and 
harbors a^amst results of sod erosion; and reestablishment of the ratio 
biBtween the purchasing power of farmere and non-farmers. 

Agreements betwewi the Secretary and producers shall be based on 
conservation plans/Spproved by the appropriate .soil and ^<}ate^ 

oZlZ7^r7, -/>TV"'^y ^ termin^ited by mutual., 

consent if determi^o be in the public interest. The Secretary may 
. wifif ^/f '"'^'^ aprreements I'f determined to be in the national 
interest and if producers are ^iven reasonable notice. 

.rnir^f •^'■^ "T^^' '""^ ^^'""^ "bligations on behalf of the 

fn™^T; '"/f ^^-^ '^"^'h amounts as may bo specified in annual 
appropnation Acts. 

nnTffT f^lt throughout the United States where the 

quanty of the environment is impaired by severe air and water pollu- 
tion resulting from wind and water erosion. Environmental problems 
in these areas need to be overcome through special programs to 
assist farm, ranch, or other land owners or operators to make, in 
orderly progression over a period of years, changes in their cropping 
systems and land uses along with the installation of soil and water 
conservation measures needed to control erosion, .sedimentation, and 
other pollutants, including waste from domestic animals ^ 

It IS a matter of serious concern in these areas that pollutants are 
rapidly impairing the u.sc and life of streams and lakes. Water quality 
has declined sharT)ly and perpetual dredging is necessary to remove the 
pollution laden sediment load from rivers and harbors. 

Ihere is a continuing need for a sjjecial effort in the.se areas to pro- 
tect land from erosion, to hold the rain drops where thev fall to 
promote the economic use of land, to retard storm water runoff from 
land, to control use of land, to' control damaging floods, to protect 
estuaries boine; rendered unfit for recreation development, to enhance 
nsn and wildlife and recreation resources and reduce or control 
erosion and sediment related pollution. An intensified program of soil 
needed f""^^^"*^'""' ''""^'^rvation, and'land u.se adjustment is urgently. 

To solve these environmental problems, .section 1703 authorizes 
long-term contracts based on conservation plans approved by local 
soil and water conserTation districts. Th^se contracts, available 
throughout the entire nation, would be similar to those now available 
in ten States through the Great Plains (.^onser^ atipn Program 

Uuring Its 15 years of operation the Great Plains Conservation 
rrogram ^has proven to be a successful approach to improving the 
quality of the environijient. It has protected and improved cropland 
reduced wmd and water erosion, improved rangeland, developed 
-dependable water for livestock, stabilized income, saved scarce 
imgation water, strengthened community economy, and made the 
Ureat Flams countryside more attra(btive. 
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In those areas of the Great Plains troubled by unusual agricultural 
hazards, iiiehidiug recurring ])r()long(H] and severe droughts, this 
authority ha;, euahled thousands of farineiN and ranchers to strengthen 
their operation^ and nuike Phiins living more satisfying. 

They have done thi^ tlu'ougli fcch^rul co^t-^hanng and by getting 
high priority in technical liel]) from professionally trained conserva- 
tionists. This makes it possible for these farmers and ranchers, \vorking 
through their local soil and water conservation districts, to develop 
and ap])ly complete conservation plans on their operating units. 

The land owner or operator (leveloi)s a conservation plan suited to 
his land and to the kind of oi)eration he desires. He works out a 
sche<lule for applving the plan, "enters into a contract with the hecrcr 
tarv of Agriculture to api)lv all needed conservation work on the entire 
uni't within W to 10 vears, gets help from the i)rofessional conservation 
specialists as he needs it, and receives the federal share of the cost as 
he completes each eoiiservation step. 

Long-t(Tm Rural Environmental Protection (\)ntracts hold a great 
potential for solving environmental problems in rurul areas throughout 

the nation, , , ., t> 

Sec. 1704, Cmi Skaring for Agriculture-Related Pollution Prevention 

arul Abatement Meaanres. — . , 

This section would amend the Sod (\)nservation and Domestic 
Allotment Act to i)ermit cost-sharing payments by the Secretary of 
Agriculture for agriculture-related pollution prevention and abate- 
ment measures. Umler current provision of existing law there ift 
federal inonev available for a pollution-abatement practice it the 
practice' wiiralso (^onserve soil and water. Section 1704 would au- 
thorize similar financial aid for pollution abatement practices wtucii 
do not e<>nserve soil or water, . . 

For example, in several States smudge pots are one of the principal 
methods of protecting fruit and vegetable crops from frost damage, 
(irowers burn a varietv of materials such as old tires and cross ties to 
create the nece^Narv heat— ami along with that heat a severe air 
imllution problem is also created. Section 1704 would authorize cost- 
shurine so growers could convert to smokeless grove-heaters. 

This section would also assist in cost-shanng to eliminate biirmng 
of slash and other wastes, crop residues, and water, air or land pollution 
from farm livestock, i)oultry bams ami feedlots . 

(Mean air ami water can no longer be taken for granted in rural 
Ameri(^a, The program provided by this section would he p initiate new 
air, water ami laml anti-pollution measures and help solve the senous 
problem of preventing pollution from agricultural sources. 

COST ESTIMATE 

In accordance mth section 252 of the Legislative Reorganization 
Act of 1970, the committee estimates the costs which would be incurred 
in carrving out the bill at about $5,200,000 for the {'^^i.^^^^^^^^^^ 
$620 1 >0,000 for the fiscal vear ending June 30, 1973 $909 160,000 
^ for the Hscal vear ending June 30, 1974; $1 135,660^)00 for the fiscal 
vear ending June 30, 1975;* $1,338 660,000 for the ^^^^1 y«^%,f^"^^ 
June 30 1976; and $1,354,160,000 for the fiscal year ending June 30, 
1977, aJ shown in the table set out below. No estimate of costs has 
been made by any Federal agency. 
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ESTIMATED COST (THOUSANDS OMITTED)^Continc«J 



Remain. 

1 der of 

fiscal Rccal years - 



972 1973 1974 1975 1976 ' 1977 



Titlal: 

I. Administrativt axpenm, 1st 5 ficcal . 

yean) of operation of Fedtrai Rural 1 

DaveloDtnent Credit Agency (lec. ' 

i.J!SiLi;:-i^^i--i;ii;^ii- ^.ooo uoo i.sao o 

3. sJ^m^]:^i(^i^iiii^- " 50,000 -100.000 100,000 100,000 100,000 

4. T.;l,!l,'Sir°^tar'i„rV.-sia-rih- ^""•°°'> ^»'>-8«' ™.»00 200.000 

\ inlKltVl (ir-ta?i^i,^ '°'.»''" '8.000 22.000 26.0JI0 
ant«^rivolving funds (stc. 314 

-6 OostofwJmlnl^^^^^^^^^^ 20 ^'Tq 60 60 6P GO 

TItlilll: . 0 25,000 50,000 75,000 75,000 75,000 

7. Rural community dtvalopmint reve- 

m,\y(:^:,X6l!iZl'Xr - ° "^■'^ 500,000 500.000 

8. Construction and o pirating costt and 

™.V.Rrto!.Sm,'„b:-- - ''500 12.000 17.000 23,006 28,000 37,009 

9. Conitruction and operating costs and 

TIM.Vl,r?r:!'&^yL-prot«-ti-o^^ 000 ■ 21,000 27,000 27,000 3,,000 

10. Administrativt txpanset . o JIO 2in 7in n n 

! I SS;S88 S2;88g 

TiUtlX- ^ ^ ^ ' ° '0.000 15,000 20;000 20;000 

l?-»r^il°?L^^^^^^^^^ OOO) »00 100 100 100 100 



17. Environmantal contracts (secs.'i7d3 

•"'^*^®^> 0^ 100,000 150,000 200,000 250.000 

Total... 5^200 620,160 909,16^ U3M60 1,338,660 



250, 000 
1,354,160 



ROLLCALL VOTES 



In accordance with section 133 of the Legislative Reorganization 
Act of 1946, it IS announced that — - 

. ^^l committee voted to report the measure by a vote of 13 to 
1 as follows: ' ^ , 

Yeas: Senators Halnladge, Eastland, Jordan of North Carolina, 
McGovern^ Allen; Humphrey, Chiles, Miller, Aiken, Young, Curtis, 
Dole and Bellmon. 

Nays: Senator Ellender 

(2) An amendment to delete the provision for the establishment 
of a rural development credit banking system was defeated by a vote 
of 4 to 9 as follows: 

Yeas: Senators Miller, Aikien, Curtis and Dole. 
JVays: Senators Talmadge, Eastland, Jordan of North Carolina, 
^^^ovem, Allen, Humphrey, Chiles, Young and Bellmon. 

(3) An amendment to strike the provision for a revenue sharing 
program for rural community development was disapproved 4 to 9 
as follows: 

Yeas: Senators Aiken, Young, Curtis and Dole. 
Nays: Senators Talmadge, Eastlan'd, Jordan of North Carolina, 
Mcbovem, Allen, Humphrey, Chiles, Miller and Bellmon. 
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(4) An amendment to limit the rcven\io sharing progn'aiii for rural 
community development to $300 million per year was disapproved 
6 to 7 as follows: 

Yeas: Senators Miller, Aiken, Youngf, (\irtls, Dole and Bellmoii. 

Nays: Sen-afors Talmad{?e. Eastland , Jordan of North Carolina, 
McGoveni, Allen, Humphrey and Chiles. 

Departmental Views 

Attached are the President's messages on Revenue Sharing and 
Rural Development, the reports of the Department of Agriculture 
on S. 2223. S. 2981, and S. 1560, and the reports of the Comptroller 
General and the Environmental Protection Agency on S. 2223. 
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REVENUE SHARING— COMMUNITY DEVELOPMENT, ETC. 



MESSAGE 
imoM 

THE PRESDENT OF THE UNEPED STATES 

pilOPOSING A SYSTEM OF SPECIAL REVENUE SHARING FOR 
RURAL COMMUNITY DEVELOPMENT 



Mabch 10, 1971.— Referred to the Committee of the Whole House on the State 
of the Union and ordered to be printed 



To the Congress of the United States: 

I am today proposing a new program of Rural Community Devel- 
opment through revenue sharing — the fourth of my six Special Rev- 
enue Sharing proposals. I have spoken of revenue sharing as a new 

f)artnership between the Federal Government and the State and 
ocal governments within our Federal system. -The proposal I am 
.advancing today would use that essential government partnership to 
strengthen an equally essential social and economic partnership 
between rural America, where the farms that feed us and the great 
open spaces that renew our spirit are found, and urban America, 
where the majority of our people and the greater share of our wealth 
are cojicentrated. Rural Americans deserve a full share in the Nation's 
prosperity and growth, just as urban Americans deserve cities that 
are livable and alive. Both objectives are attainable — and rural 
development revenue sharing, linked to urban dev^elopment revenue 
sharing by the comprehensive planning proposal also put forward in 
this message, could be a giant step toward them. 

RURAL AMERICA IN TRANSITION 

Rural America^'be^s with farm America. Agriculture was America's 
first industnr, and it remains one of the keystones of our national 
economy toaay.- It has made Americans the best-fed people in history, 




75 

and now exports the produce of one-fourth of its acreage to help feed 
the world. American farmers have led all sectors of the economy in 
annual increases in productivity for most of the years in this century. » 
This Nation's farms are among our most efficient producers, and they 
are of central importance to a strong future for rural America. 

Yet, there is sharp irony in this success. Ever more fruitful, Ameri- 
can agricultjure has required fewer people every year to pro duce fo od 
and fioers for our people, and to supply the expanding exp^irt niarket 
for our commodities abroad. } 

Hence the departure of people from the farms began to swell as 
farming grew more mechanizea, efficient, and large-scale. Americans 
living on farms numbered more than 30,000,000 in 1940; today that 
figure is only about 10,000,000. Once the farm people had left their 
homes — often the homes of generations in their families — the oppor- 
tunities often did not exist injural America to keep them close to those 
roots. While i&ome jobs began to open up in agricultural service, supply, 
and processing enterprises, usually known as ^'agri-business," the 
number of openings, was not nearly enough to match the number of 
people cast adrift by technological progress. 

Migration began toward where people thought opportunities 
existed — the cities. Not only were thel-e more jobs in the cities, but 
they paid more. For most decades in this century, the gap between 
median income in the cities and that in non metropolitan areas has 
been wide. Even though income gains outside the metropolis have 
been almost half again as great as those in the .cities during the last 
decade, median family income in non-metropolitan areas is still 22 per- 
cent below that in metropolitan areas. 

While the people who have been leaving rural America by the 
millions have oCten improved their own and their families' situations 
by leaving, the trena they represent has had several disturbing 
enects. * 

First, in rural America itself; the loss in human resources has com- 
pounded the problems of diversifying the economy and fostering a 
vigorous and progressive comiriunity life. Those who have chosen to 
stay have found it harder and hardei pay for and provide services 
such as good schools, health facili .t^s, transportation systems, and 
other infrastructure attractive enoMgu ^keep people in rural America, 
or to lure jobs and opportunity io rural America. Many of the small 
towns which dot the covmtry^side have to struggle for existence; they 
often have difficulty attracting good school teachers or physicians; 
many fight stagnation while most of the economy is expandin^^^hey 
cannot give the older, the disadvantaged, the less educated people 
needed assistance and care. 

THE URBAN STAKE IN RURAL DEVELOPMENT 

At the same time the urban effects of migration have been pro- 
found. While the explosive growth in the proportion of Americans 
living in cities has not been fed solely by the influx of people from 
rural America--^immigration from other countries has also been 
massive — the millions who have moved from the South and the 
Midwest to the North and the' West have been a major factor in 
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making a nation that was 75 percent rural a century- ago, 73 percent 
ujj^ban today. 

Many of these oeople pouring into the cities in search of opportunity 
have experiencecl difficulties in adapting to urban life and have re- 
quired supportive services. Some made the transition successfully— but 
o there have remained tax users rather than taxpayers. 

Furthermore, the very size and density of many of our largest 
cities has produced new problems: whereas in the most rural areas it 
is hard to achieve economies of scale in public activities, the most 
heavily urban areas have grown far past the size range in which a 
conununity can function mos$ economically. It often costs far more 
per capita to provide essential services, puch as police protection, 
sanitation collection, and public transportation in our dense urban 
areas than in less congested smaller and medium-sized cities. Many 
of our cities have, in short, become ineflBcient and less and less govern- 
able. At times, this has led to near-paralysiB of public services in our 
Ingest cities. Current trends indicate that unless there is a marked 
shift in public and private attitudes, the increase of population in and 
around our great metropolitan centers will continue, and the problems 
of urban management will be further aggravated. 

In addition, by even conservative estmiates, there will be some 75 
million additional Americans- by the end of the twentieth century. 
Whether this growth is beneficial or burdensome depends on our 
foresight in planning and preparing for it — a process that must begin 
no\y:^Bmi must take a broader view than merely feeding the expansion 
of the megalopolis. 

• As never before, the Nation is beginning to see that urban America 
has a vital stake in the well-being and progress of rural America. 
This is one Nation, and for the good of all Americans we need one 
national policy of balanced growth. 

FEDERAL RESOURCES FOR RURAL* DEVELOPMENT 

For the sake of balanced growth, therefore, but even more for the 
sake of the farmer and all hi§ neighbor^ in rural America — first-class 
citizens who deserve to live in first-class communities — I am proposing 
that the Federal Government re-ihink America's rural development 
needs and rededicate itself to providing the resources and the creative 
leadership those needs demand. 

It takes many different kinds of activities to create rural develop- 
nient— to create opportunity. One must start with the individual — 
his education, his skill training, and his health. Next the individual 
needs to be' linked to resources and markets through transportation. 
Public sector infrastructure such as water and sewers is needed to 
encourage industry to locate in new areas. Tha environment is also 
becoming an increasingly important factor in industrial locations. 

Essentially what I am proposing is to unite the funding for a 
number of prog-ams operating directly in rural areas and smaller 
cities into a Rural Community Development # Revenue Sharing 
Program, to add $179 million'to that fiind, and thenti to bolster this 
effort with new initiatives in critically related areas, such as h^lth 
and welfare reform, < 
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The following chart shows the programs which I propose to combine 
into the Rural DevelopmenttfRe venue Sharing Program: 

Programs Combined Under Rural Development Revenue Sharing 

Oeneral: 

' New Money $179 Million 

/ Title V Regional Commissions ^ ^ 

I' Appalachian Regional Commission 

3 Economic Development Administration ^ 
4/ Resource Conservation and Development Program 

Education: 

^Cooperative Agricultural Extension Service 

Water and Sewer: 
C Rural Water and Woate Disposal Grants 

Environment: ^ 

^7 Rural Environmental Assistance Program 

Fores try Assistance Grants 
y Great Plains Agricultural Conservation Program 
/c^Water Bank Program 

/V Tree Planting Grants ^ i- *Aot 

Altogether, the eleven programs listed above are spendmg $923 
million in Fiscal 197L_ * u 

But much more'wneeded to extend to rural Amencans the luU 
share of nationaji prosperity and the fuir participation in the nch 
benefits of our society, which they rightly deserve. Much more would 
be done if the Congress^cts to set in motion the broad strategy for 
accelerated rural development which I have placed before it m recent 

weeks ■* • * 

Rural communities throughout the nation would share in the $5 
billion of General, Revenue Sharing which I have proposed Rural 
communities would receive direct assistance in buildmg their human 
resources, their social services, and their economic base through my 
Special Revenue Sharing proposals for»manpower, education, trans- 
portation and law enfprcement. My proposals for improving our system^, 
of health care include Area Health Education Centers to be located 
in rural areas and financial incentives for doctors and providing medi- 
cal care in scarcity areas. My welfare reform proposals would have 
immediate and dramatic effects on rural poverty: in the first year 
nearly $1 billion in new cash benefits would go into rural areas to add 
to the incomes of the millions of rural Americans, who are poor or 
underemployed. a . - t ^ 

To unify and consolidate the rural development ejfort in each ouite— 
I am today proposing that the Federal Qovernment esixthlish a $1J billion 
fund to be shared dmong all the States j or jvUy discretionary speiid'^ng to 
meet their rural needs and accelerate their rural development.. This would 
be accomplished by combining programs which I listed above -into a 
new program of Special Revenue Sharing for Rural Commumtv De- 
velopment, and bv increasing their present annual funding of 5>921 
milhon by $179 milUon during the first year. ^ 
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HOW nBVBNUB SHARING WORM 

Beginning January 1, 1972, these funds would be paid out to th^ 
btat^3 and to Puerto Rico, tho Virgin Islands, and Guam, in regular 
installments on a formula bositi,' according to an index of need baaed 
on three factors: the StaU»'s rural population, the State's rural per 
capita mcome compared to the national average of per capita incomes, 
and the State's change in rural population compared to the change in 
population of all Statea. All -53 recipients' would share equally in 1 
percent of the funds. Every State would receive at teast as much from 
bpecial Revenue Sharinfr for Rural Community Development, as it 
\noyv receives from the eleven existing rural assistance programs com- 
^vmed, 

.^ proposal recognizes that patterns of development potential 
widely within the different States and seldom conform neatly to 
m^a-btate governmental jurisdictions. It therefore imposes no 
l^eA^ally dictated distribution of shared revenues within the States. 
7 would It require matching or maintenance of effort spending 

by a^tate in return for the shared rural development funds. Indeed 
the Sliced funds could if necessary be used to match other Federal 
^^"^ ifc" But there would be a firm require- 

ment thkt all rural conmuuuty cljpvelopment funds be spent for the 
direct bellefit of rural people. The funds could be spent for any of the 
purposes ilow auth()rized under the existing aid programs, including 
the option Y direct grant assistance to private firms which locate in 
rural commmities. 

Rural areaWould be defined in this Act as coufitries with a popula- 
tion density le% than 100 i)e()f)le per square mile/and all other counties, 
regardless of jx^^ulation density, which are not included in one of the 
247 Standard NIctro{)()Htan Statistical Areas (SMSAs) which the 
U,S. Census BiirJku defines around cities of 50,000 or more. 
.J. rTr P^^PW million in additional non-formula funds for 
the Urban CirnimuT^ Development Special Revenue Sharing program, 
1 ^ ^?ma//ffe r?7iV5 oj population between 20fl00 and 50,000 
whwh have been receiviha grant assistance from the Department of Housing 
and Urfian l)e^elopmon^ut which would not now be eligible for a formula 
share of Urban C'ommunifn Development Revenue Sharing. The Secretary 
of Housing and Urban Development would administer this fund on a 
discretionar>' basis. SuchVommunities would thus be eligible for 
1! u T urban^and rural revenue sharing programs — as 

they should be, since rnanyVomrnunities of this size have not only 
urban problems and needsTiutVlAo strong rural development potential 
as econonuc and noci&\ opportutftity centers for nearby rural counties 
Ihe same overlap would be tru\as well oNsome of the smaller and 
less densely p()[)ulated Standard Metropolitan Statistical Areas which 
have less than 100 people per squd^e mile, and thus qualify for both 
^rmula grants under Urban Cribmunity Development Special 
Revenue Sharing, and use of fund\from the Rural Community 
JJevelopment Special Revenue Sharing^ 

The Act would apply the requirem\ts of Title VI of, the Civil 
Rights Act of 1964 to prohibit discriniiriatory use of the Federal 
money. 
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DinLDING ON SUCCESS 



Conversion of the existing categorical aid programs for agriculture 
and development into Special Revenue Sharing for Rural Community 
Development i^a logical evolution in line with the history of these 
efforts and consistent with their basic purposes. 

Over a numbc^ of years the Department of Agriculture has been 
moving to make its assistance to farmers and rural residents more 
effective and flexible by a steady process of decenlralization. Placing 
these programs fully in the hands of the, States is just one more step 
in sharpening their ability to deliver the services they, were designed 
to provide. Whether th6 transfer will be beneficial and the transition 
smooth is a question to which the example of the Cooperative Exten- 
sion Service may provide a partial answer. The States are ready to 
take charge of the Extension Service, which they already largely 
administer and which all States now fund above the present Federal 
contribution. ' 

In the case of EDA, the Appalachian 'Regional Commission and the 
Title V Commissions, revenue sharing in superseding them would 
actually incorpoi*ate the coordinated development approach that Hiis 
made them successful, at the same time it removed some of the Federal 
''fences'* that may have restricted Iheir activities unduly in the past. 
The grass roots planning process which has proved itself under the 
Appalachian Regional Commission is carried over into the statewide 
development plan I am now proposing for all States under rural and 
urban development revenue snaring. Close account would be taken of 
the human factor and of the continuity of on-going development 
efforts as the pro-am transition is effected. Counties that have 
launched projects under the Appalachian Regional Commission, for 
example, would continue to ffeceive adequate funding to make good 
on the money already obligated for such projects. * 

With revenue sharing, therefore, as with all change, there W9uld be 
adjustments to make out great benefits to be gained. Every single 
activity now carried on under the Commissions and categorical 
programs could be continued in any State whose own people decide 
It is worth continuing. The farm, forest, and conservation programs 
that have succeeded in the past could go right on doing so— and freed 
of Federal restrictions, they could probably reach out farther and 
keep better pace with changing needs and technologies. In each 
instance the people of the State would make the decision. - 



^ What Special Revenue Sharing for Rural Community; Development 
would do is to remove many of the negative and inhibiting side effects 
which now plague rural assistance as a result of categorical narrow- 
ness, lack of Voordination, and excessive Federal involvement. By 
combining these programs we could produce a new whole significantly 
greater than the sum oj the present parts. It is worthwhile here to .discuss 
some of the problems that would be eliminated— principally inflexi- 
bility, priority distortion and flawed accountability, 

JnflexiMlity: As well-intentioned as past rural development efforts 
have been, strict Federal eligibility rules have often stood in the way 
of fair sharing of all the Federal resources for rural development, or 
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have njade it diflBcult for States and localities to do what they must 
to attract industry and services. For instance, many, parts of the 
Midwest which experienced some of the heaviest rural outmigration 
in the Nation during the 1960's, still do not qualify for Economic 
DeveJoprrront Administration Vrants. 

In other cases Federal standards have acted to bar aid from those 
communities m a reeion where it could do the most good. Experts in 
rural development feel that the most leverage is achieved by rein- 
forcing healthy development trends, rather ^an fighting them— that 
18, bv concentrating aid in these smaller and medium ^ized cities of a 
rural area which have shown strength and effort in attracting industry. 
Every area of rural America has such centers of potential growth. 
Using government assistance to strengthen their development trends 
could make the difference in attracting new job-producing industry 
and expanding employment opportunities for rural people living in 
the surrounding counties. It could also help these communities 
p.ttract doctors, teachers and others whose services are so needed in 
or near rural areas. Yet current Federal program restrictions, by and 
large, do not permit aid to be used this way, because of a 'Vorst- 
hrst ' cntenon which often puts funds into areas that lack the de- 
velopment potential to help either themselves or others near them— 
rathei than using funds to open up new opportunities regionally so 
that b^j^ft^ts fo\^ out t(|«y)w-potential areas nearby. 

IHstor^on of State BnO^ets: Narrow Federal project definitions cati 
force States and localities to spend scarce revenues on ''matching 
shares, '^urgent community priorities aside, or risk the loss of Federal 
funds. Once begun, a Federal. project may demand additional local 
spending, beyond the matching money, for support facilities to tie 
the project into community usefulness. 

Flawed Accountability: The quasi-governmental agencies which 
often exorcise a determining influence on the conduct of these programs 
tend to obscure and fragment responsibility for decisions made and 
theri^fore to subvert the den^ratic accountability of elected officials. 
Regional commissions, comp!Wd of a Federal Co-chairman and 
Governors from member State^Siake part in many program and 
planning: decisions which n^ally afiWt only one Governor's State. 
TiH, often the Federal officials respc)?t!i^le for rural assistance are 
geoKraphii ally distant, and the local, State or multi-State institutions 
that have a say are politically insulated or rwiote. 

THE STATEWIDE DEVELOPMENT PLAN 

S])cciol Kevenue Sharing for Rural Community Development w^ould 
bo adrmnLstpred initially by the Secretary of Agriculture; eventually 
both tijLs program and the urban communitv development program 
would come under the direction of the Department of Community^ 
Development whose formation I have proposed. In addition to paying 
out each year's rural development funds to the States and territories, 
the Secretary of Agriculture would stay abreast of rural development 
aspects of the statewide -development plans which each Governor 
would nle with hint annually. 

The statewide planning process which would help States and locali- 
ties coordinate activities carried on under both urban and rural com- 
munity development revenue sharing will be established in legislation 
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that I will submit shortly. It would Vequire annual preparation of a 
comprehensive statewide development plan outlining spending inten- 
tions for programs in metropolitan, suburban, smalkr city, and rural 
areas alike. The $100 million Planning and Managqnent Assistance 

Program which I proposed iu my message to the Congress on Urban 
iommunity Development Revenue Sharing would provide funds 
which States and local jurisdictions could use in this planning process. ' 

The Governor of each State would be given the responsibility for 
drawing up the statewide development plan. Formation of the plan 
would be based on a consultative process which considers plans 
submitted by State-established, multi-jurisdictional planning districts 
covering all areas of the State. Planning bodies of these districts 
would be composed of local elected officials. One member from each 
of the district planning bodies would sit on a panel which would 
assist the Governor in the plo^fiung process. The Secretaries of 
-Housing and Urban Developmjmt Agriculture could accept an 
alternative consultative proce^ propos^ by the State. 

The completed plan would be filed wfth the Secretaries of Agri- 
culture and of Housing and Urban Development — not for their 
approval, but as a declaration of intent; a Governor cauld amend his 
plan by letter during the course of a year. 

The process of developing the statewide plan would focus official 
concern and public attention upon the inter-relationship of urban 
and rural community development within the State. The plan coifld 
identify potential growth areas, potential new community develop- 
ment si tes^.and environmentally important areas. It should seek to 
integi^e all important community development factors, including 
Idnd ifee* 

All the money a State receives under Special Revenue Sharing for 
Rural Community Development would have to be spent for the benefit 
of persons in rural areas as outlined in the statewide plan. A State 
could of course also supplement its own rural development activities 
with money received under General Revenue Sharing and under 
other Special Revenue Sharing programs within program definitions. 
The Secretary of Agriculture would conduct an annual post-audit of 
State rural developpient activities, with payment of the next year's 
rural revenue sharing funds conditional upon State compliance with 
rural development spending plans for the year past, 

THE LOGIC OF RURAL DEVELOPMENT REVENUE SHARING 

To review briefly: 

The major challenge facing rural America is to diversify its economy 
and to provide full opportunity for its people to enjoy the benefits of 
American life. Meeting this challenge will enhance the quality of life 
for those who remain to operate the nation's family farms and for all 
their neighbors in the small towns and countryside of America. As a 
secondary eflFect — Like upstream watershed manage ent for down- 
stream flood control — meeting the rural challenge will also help to 
relieve the overburdened urban structure by stemming rural out* 
nligration and attracting a share of future growth to rural communities. 

The key to a rural development strategy is my proposal for $1.1 
billion in Special Revenue Snaring for Rural Community Develop- 
me^— money which all States and territories would share and .which 
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they could spend in their rural areas as they deem ,^sest. Other 
proposed Federal assistance fpr rural America includes p^-rt of the 
$5 billion General Revenue Sharing program and part of five Special 
Revenue Sharing programs, as well as the benefits of a reformed 
welfare system and an improved health care system. , ' 

At the core of rural development revenue sharing would be eight 
agricultural grant programs and three broad development assistance 
programs now in being. Consoliddting them, the revenue sharing ap- 
proach would build on decentralizing trends in the Agricultural 
programs and' on the multi-vState, State, and multi-county develop- 
ment planning experience accumulated under EDA and the regjional 
commissions, it would do away with narrow ai(d categories, spending 
restrictions, duplication, and red tape now surrounding these pro- 
grams. It would make the money now devoted to them go further «tid 
'•would provide more money. 

Existing programs and development projects could continue or riot 
at the discretion of each vStaj;e, and the right of choice would rest close 
to the rural people at whom the aid is directed. A statewide planning 
requi^enpfent wi^li a broadly representative input would promote 
coordinated development of a sort not now approached and would 
insure that all areas of the "State have.a voice in the planning process; 
but in no case could rural development revenue sharing money be 
diverted from rural needs. ^ 

URBAN-RURALM^ARTNERSHIP 

More money, plus more freedom to spencj it, plus better planning in 
doing so, add up to better jiving for tlmS Americans and brighter 
futures for rural communities. Mutual oenefits of the urban-rural 
partnership would be manifest as cit^ies enjoyed the fruits of a healthy, 
agricultural economy and the relief of mo^e evenly distributed popula- 
tion growth, while ru^al areas felt th^e effect of new social and economic 
advantages. Rural and urban communities would .no longer siphon 
off one another's Strengths and resources nor shunt problems and 
burdens from jone tp the other. They would progress together in A 
dynamic balance, as partners in the, best sense^ v 

. Richard Nixon. 

The White House, March 10 y 1971. 
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PROGRAM OF RURAL DEVELOPMENT 



MESSAGE 

FBOM 

THE PRESIDENT OF THE UNITED STATES 

TRANSMITTING PROPOSALS FOR A PROGRAM OF 
RURAL DEVELOPMENT 



FS3BUABY 1, 1972. — Referred to the Committee of the Whole House on the State 
of the Union and ordered to be printed 



To the Congress of ike United States : 

Fvom the very beginnings of our history, tlje vitality of rurpl Amer- 
ica has been at the heart of our Nation's strength. It is essei)tial that 
we preserve and expand that vitality in the years ahead. For America 
will not'be able to look eagerly to the future with a sense of promise 
and hope unless those who live in its rural areas are able to share in 
this vision. To help improve the quality of life in the American coun- 
tryside, I am today presenting a series of proposals designed to mar- 
shal more effectively the energies of the private s^tor and of govern- 
ment at all levels in a cooperative program of rural development. 

The Pjrobl^ims of Rttral America 

AU Americans have a high stake in rural development; For the 
problems which many rural areas are now expefiencmg are directly 
linked to those of our cities and suburbs. Changing patterns of life in 
rural America have changed the pattern of life in all of America. 

A central cause of these changing patterns has be^n the increasing 
mechanization of agriculture and of other natural resource industries 
such as mining and lumber — a process which has resulted in a sub- 
stantial reduction in jobs in these occupations in recent years. While ^ 
employment opportunities in other occupations have more than offset 
these declines, the ovenvll growth of economic opportunity in rural 
America has lagged far behind that of our urban areas. Today, dra- 
matic disparities exist between metropolitan and rural areas in such 
indices as per capita income, housing standards, educational attain- 
ment and access to medical care. 
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At the same time, politicul institutions 'designed to deal with sim- 
'pler problems in simpler times have frequently been unable to bope / S4>t 
with these new challenges. The Fedteral (iovemment often finxls that' ; / ' 
It IS too remote and too unwieldy t4 respond with precistoanto,St|fc%A 
and local needs. State and local governments are frequently fcM^-'fiTi-^ ' 
poverished or too f ragmtlnted to undertake the necessary planniKg* ai^d 
development activities. Their problems are accentuated by the fact 
that widely dispersed rural population inevitably means a higher 
expenditure pen person for most government pjjQgr^s, 
< ^ One result of all these factors is that semi-deserted country tdwns— 
once centers of Jife for the surrounding countryside— stand today as 
stark reininders of unused And abandoned rufal resources. In each ' 
of the thre>e decades since 1940, half of our counties (not always the 
same ones) have lost population. Two out of every five of our counties 
lost population in all three dex:ades. As I said in my State of the 
Union M^^ssage twQ years ago, man}r of our rural areas are being ' ^ 
emptied of their people and their promise. 

In many cases, those who have left the countryside have simply 
taken their problems with them. Indeed, many have seen their prob- ^ 
lems intensify as they have settled in over-crowded urban areas. 

It is striking to realize, as I noted in this year's Message on the 
* S^te of the Union, that even if we had a populatipn of one bilhou— ^ 
nearly five times the> current level — our area i&so great that we wQuld 
still >ot be as densely populated as many European nations are at 
present. Our problems are not so i}nuch those of numbers as of distribu- 
tion. And their solution requires tAe revitalization of the American 
cx)untryside, 

Changinq Our Approach 

In seeking to solve the, problems of rural areas, we must not simply 
seek more money from the Congress and the taxpayers. In the past 
decade we have seen the folly of pouring money mto projects which 
were ill-considered and- lacking in local support. What we must now 
. seek instead is a fundamental change in tne way, government ap- 
proaches the entire developmental challenge. 

The Federal Government has spent considerable sums^on rural de- 
velopment. Programs which we have recommended for inclusion in 
our rural development Revenue Sharing plan alone are spending al- 
most $1 billion this year and this is only a small part pf our overall 
rural development spending. And yet, despite this substantial fund- 
ing, the problems have continued to grow. What is it that has been 
missing from our rural development programs? 

MORE CONTROL AT THE STATE AND LOCAL LEVEL 

I believe that a major missing ingredient has been effective control 
of development programs at lower levels of government. Because we 
have relied so exclusively on Federal funds — handed out through . . 
bureaucratic 'processes and through narrow categorical grants — too 
many decisions hp,ve been made in Washington and too few have been 
made in rural America. I believe this is wrong. I believe we should 
return power to officials who are selected at the State and local levels. 

As long as the Federal Government sets rigid rules, both tljrough 
legislative and administrative guidelines, there Js little room for local 
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initiative. Under our present system, a project that does not meet 
Federal standards does not get funded. This means that the talents 
of local ^jovernment officials, of leaders in the"private sector, and of 
public-spirited partnership and have taken the initiative. We must do 
success stories tnat can be found in rural economic development have 
occurred because local officials and private leaders have entered into a 
public-spirited partnership and have taken the initiative. We must do 
all we can to encourage such partnerships. 

IMPROVED PLANNING 

Even as we s^ek to decentralize, we must also work to improve plan- 
ning. In many respects these ffoals represent two sides of the same 
coin. For plans which are developed at levels close to the people are 
likely to be more realistic, more imaginative and more useful than 
abstract blueprints which are drawn up far away from the scene of 
the action or which are altered to meet rigid Federal rules. Effective 
development does not require plans that can survive the-scrutiny of 
Washington. Effective development requires plans that^eople believe 
in and will work to accomplish. [ 



MORE AI>EQUATK PUBLIC AND PRIVATE RESOURCES 

Mpre adequate development also requires more adequate resources. 
This does not simply mean more Federal money; it also means than 
Federal funds now available must be freed froi^ the inhibiting re- 
strictions within which they are now entangled. Funds which are 
free, of these restrictions can be used in each locality where the needs 
are greatest, eliminating a great deal of inefficiency and waste. 

But Federal grant money provides only a part of the Federal con- 
tribution to rural America. Adequate credit resources can ,also be 
extremely important in developing community facilities and in at- 
tracting private investment. In the end it is not Federal money^ nor 
even the vast sums spent by State and local governments, which hold 
the kfty to runil development,. The private sector has an enormous role 
to play and public efforts must keep this fact centrally in mind. 

JIELPIXa THE FARMER AND PfiOTECTIN'O THE ' ENVIRONMENT 

Rural Amexica cannot move forward effectively into £he future un- 
less it respects those elements which. have been the base of its strength 
in the past. We cannot build a stronger rural economy^for example, 
unless we also build a stroi^ger agricultural economy. While we must 
work to change the An^rican countryside, we must never do so at the 
expense of those who produce our food and fiber. We must work to 
create a better lif^or American farmei-s even as we provide an ex- 
panded range oC^J^oi^unities for those who are no longer needed 
onthef^rm. X^.^ 

Evw as we do jnore to promote agricultural prosperity, so we must 
do more to protect the rural environment. Just a^.development must 
not come at the expense of the farmer, so it must not come at the 
expense of environmental concerns. We cannot' fully develop the, 
American countryside if we destroy the beauty and the jiatural-^ re- 
sources which are so much a part of its essential value. 
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BASIC PRINCIPLES 

These then are the basic principles w)iich should guide our new 
approach to rural community development : " • 

We must treat the problems of niral America as a part of a general 
strategy for balanced growth . 

Wc must reverse the flow of power to the Federal Government and 
return more power to State and local officials. 

We must fight the rigidities of narrowly focused categorical grants. 

•We m\ist facilitate more adequate advance planning. 

We must reorganize the Federal Government so that it can more 
effectively support planning and execution at the State and local level. 

We must provide adequate resources and credit, in' ways which at- 
tract greater private resources for development. " 

We must develop rural America in ways, which protect agriculture 
^and the environment. 

^ Oh the basis of these principles, we have prepared the following 
recommendations for action — including proposals which have been 
submitted earl ier and a number of new initiatives. 

Proposai^ Alrkady Submitted to the Congress 
hepartm^t of community neveu)pment 

One of the most" signi%;nnt barriers to effective planning and cb- 
oi^dination in rural areas hj^been the fragmentation of Federal efforts. 
Too many prdgrams whiclfehould be closely related are operating as 
very separate entities. As a Ve^nlt, State and community leaders njust 
rtften run a complex obstacle course in order to obtain development 
assistance. Frequently thpre is poor coordination and wasteful dupli- 
catipn'and in some cases the\ action of one Federal agency actually 
conflicts with that of another. \ 

The principal reason for this fragmentation has been the failure of 
the Governnrent to recognize theanter-relationship among rural, sub- 
urban and urban problems and the need to strengthen ,f he 'essential 
social and economic partnership between rural America and our great 
metropolitan centers. 

I believe the proper solution to this problem is to gather the princi- 
pal Federal programs v^hicl^Wpport conimunily development within 
a single new Department of Cofltomnity Development. 

This new department would D^jh simplify and expedite the tasks 
of State and local governments through a broad range of program and 
technical support efforts. Because fewer questions would -have t6 be 
resolved in Washington at the interagency level, the new department 
would also expedite, the decentralization of Federal decision making 
which this administration lys already begun. The new Department of 
Community Development would take over most of the functions now 
performed bv the Department of Housing and Urban Development; 
•some of the functions of the Department of Transportation, the Office 
of Economic Opportunity and the Small Business Administration ; and 
the responsibilities of the Department of Commerce with respect to the 
Title ^ regional commissions. 

, Under our revised pUn for executive reorganization, the Depart- 
* ment of^ Agriculture would remain ^s a separate department focusing 
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on the needs of farmers. Hut a number of present Department of 
Agriculture development fXinctioni^ would be moved to the. new De- 
partment of (^ommunity IX^velopment, including the Farmers Home 
Administration k)an and grant f)rograms for rural community water, 
and sewer systems and for rural housing; the Kural Klcctrification 
Administration loan j)ro^rams for electric and telef)hone systems; the 
recently established Rural Telephone Hank; research orograms re- 
lated to rural community development conducted by the Economic 
Development Division of t\\c Economic Research Service; and the 
programs of the recently established Kural Development Service. 



dollar spent on rutiil development could have a far greater impact. 
I agaiti call on the Coiigrei>s to establish this new department, w'hich 
would be uniquely capable of launching a well-developed, well- 
coordinated cijmpaign to achieve the nation's community development 



Our revenue sharing plan for rural America proposes to unite the 
funding for a number ot'existinff programs into a single more flexible 
resource for rural community development. Our proposed program 
would add $179 million to the various programj^to be consolidated, 
bringing the total annual program to a level of $1.1 billion. Each State 
would r(veive at least us much undt^r r(»v(Mui(* sharing as it receives 
under the current system of categorical grants. The program would 
take etfect at the beginning of Fiscal Year 1974. 

Rural commtinity development revenue sharing funds would be 

f>aid out to the States and to Puerto Rico, the \ irgin Islands and 
ruam according to a formula wHic h takes three factors into account: 
the State's rural population, the States rural i)er capita in<^ome in 
comparison to the national average, and the State's change in rural 
{)0[)ulation compared to the change in population in all States. In 
addition, every State would receive a minimum amount to assure that 
all States [)articipate in the program. > • 

The revenue sharing .proposal incorporates a requirement for state- 
wide development plans to ensure that activities carried on under the 
rural community development revenue sharing pn)gram could be 
coordinated with activities under the other general and special revenue 
sharing j)roj)osals, including those for urban community development 
and for transportation. Each year the States would prepare a com- 
prehensive statewide development plan which would outline spending 
intentions for j)rograms in rural areas and smaller cities^ as well as in 
metropolitan and suburban areas. It would be the responsibility of 
the Governor of each State to draw up this statewide plan. TChis proc- 
ess would be supported by another major administration initiative, <jur 
proposed $100 million plannijng and management ^rant p^:ogram. ^/ 

The development plan would be formulated through a consultative 
process which would consider plans submitted by.multi-jurisdictional 
planning districts, which the Governors could establish with rural reve- 
nue sharing funds. These local planning organizations would be com- 
posed of local elected officials and would be established in all areas of 
the State. One member from each of these district planning bodies 
would sit on a panel to assist the Governor in the comprehensive plan- 
ning process. 




mean that every P^'ederal 



goals. 
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This process for developing a statewide plan would ensure that pub- 
lic oflSeials and the general public itself would focus attention on the 
inter-relationships between rural and urban devel0f|nent within each 
State. The plan would identify potential gro^j^th q^^^ develop- 
ment sites as well as areas which are of special environment^' concern. 
The plan could also take into account interstate projects and programs 
developed through the regional commission mechanism. 

The rural community development revenue sharing program repre- 
sents a reaffirmation of faith in State and local governments. It is based 
on the concept that local people have the best understanding of local 
problenris and on 'the l)elief that they have the will and the ability to 
move vigorously and intelligentlv to solve them. The revenue sharing 
approach removes the often stifling and always frustrating strictures 
which require that Federal grants be used for narrow purposes. It 
provides the flexibility which State and local governments need in 
order to fund those projects which, they themselves believe would best 
ensure rational development in their areas^ind most effectively enhance 
the quality of life. 

The development plans drawn up under this program would cover 
an entire State. Runil revenue sharing funds would be spent largely 
outsj^e metropolitan areas while urban revenue sharing funds would 
be used within those areas. It is important to note, however, that rural 
areas include almost 2,800 of the more than 3,100 counties in the Ignited 
States. 

Last March, when I submitted the rural community development 
revenue sharing pro[)Osal for the first time, I said that **the major 
challenge facing rural America is to diversify its economy and to pro- 
vide full opportunity for its people to enjoy the benefits of American 
life." I still believe that revenue sharing can do a great deal to help 
rural America meet that challenge. 

New Proposals 

Revenue sharing and reorganization can have a great long-range 
significance for rural America. But we must also take a number of 
otner steps which I am outlining today, including two major new pro- 
posals. The first in^volves a new approach to rural financial assistance. 
The second concerns added authorities for improving the environ- 
ment and attaining conservation objectives in rural America. 

EXPANDtlD CREDIT FOR RURAL AMERICA 

I am recommending today a new rural community development 
credit sharing authority which would give the Secretary of Agricul- 
ture and the State Governors new tools to help revitalize rural areas. 
Under this proposal, a new Rural Development Credit Fund would be 
established to provide loans, loan insurance and loan guarantees to 
the States for their use in assisting development. This credit would 
be made available through the Farmers Home Administration for uo 
to 80 percent of the cost of establishing or improving businesses which 
help create economic growth in rural areas. This fund would also make 
loans and guarantees for sewer and water facilities and other public 
works and community facilities, such as industrial parks and com- 
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munity centers, which work directly or indirectly td improve employ- 
ment opportunities. \ 

Loans and guarantees would be made in accordance with the State 
development plan required under rural revenue sharing. Tlie States 
would select specific projects which are consistent with this develop- 
ment plan. . " *. 

A sigifificant new feature of this credit-sharing prbpogal is the re- 
quire^nt that most of the authorizations be divided among the States 
accou2^g to the same formula established f^r .rural communita^ de- 
velopment revenue sharing. Specifically, 80 pei^cent of the loan funds 
for commercial and industrial development and for community facili- 
ties would be allocated to the States on a formula ba^is. The remaining 
20 percent of loan authorities Would be administered by the Secretary 
of Agriculture. A large portion of the authorization — 65 percent in 
each fiscal year — would be reservec^for commercial and ipdustrial de- 
velopment uses and the remainder would be available for community 
development purposes. Each State wotild kno'W in advance the amount 
of grants and credit it could commit according to its plan each year. 

This proposal would involve private lending institutions as fully as 
p6ssible in the rural re vitalization effort. Financial assistance woujd 
not be provided under the program unless it was clear that fitms and 
comlnunities could not obtam (Credit elsewhere. Fully three-quarters of 
each year's authorization would have to be in the form of a guarantee 
of loans made by private financial institutions. Hopefully, almost all 
loans could be made by this sector of our economy. In addition to the* 
direct involvement of private banks, this program would also empha- 
size loans to private entrepreneurs for job creatiqn through commercial 
and industrial development. Since some equity would be required, these 
business decision-makers would be far more likely to maKe realistic, 
workable development decisions than far- removed Federal bureaucrats 
can now do. It is afso likely that these market-oriented decisions would 
provide Sounder, long-term employment opportunities. This combina- 
tion of Federal funding, local initiative and statewide planning utiliz- 
ingthe private market economy should produce^ far more productive 
use of our resources. 

I am proposing an authorization level for this credit'-sharing pro- 
gram, which includes the existing Farmers Home Administration 
water and sewer pro-am, of $1.3 billion in fiscal year 1974. 

My new proposals also involve additional features and technical 
improvements which would streamline and improve the effectiveness 
of farm and rural loan progi:ams now administered by the Pepart- 
ment of Agriculture. Among tR^e are proposals to increase the farm 
operating loan limit to $50,000 and to increase the limit on new loans 
to be held in the agricultural credit insurance fuinl from $100 million*^ 
to $500 million. This latter provision would provide adequate levels 
to ensure that the expanded loan and guarantee program w.ould have 
a substantial impact on f ural areas. 

In summary, this new approach to credit assistance contains several 
advantageous features : < * 

(1) It would establish a direct link between credit assistance 
and revenue sharing since both programs would be administered 
according to the same statewide plan. 
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(2) It would expand the role of private lending i.nstitiitions. 
F^rms otherwise unable to obtain credit would have a ehanee to 
mature under this plan so that they could borrow frum private 
, • lending institutions at a later time without Federal guarantees. 

The plan could work through a delivery system for, servic- 
ing loans which js already in operation the FarmersHomc Ad- 
ministration, which has offices in more than L70() counties. There 
is an offici?. .'within a relatively short distance of pnicticaJly every 
rural community in tlie United States. This whole s ystem , more- 
over, could be readily transferred to a new Department of Com- 
munity Development. 

(4) Projects could be jointl^y financed by a number of Federal 
agencies, such as Small Bus mess Administration, the Depart- 

^ ment of Housing and Urban Development, and the Knviron- 
mental Protection Agency, as well as ^y other private and public 
State and'local ajjencies. 

(5) Improved planning and program coordination would be 
possible under statewide plaps which grow out of the needs and 
suggestions of multi-jurisdictional planning districts already es- 

v tablished in more than half of the States. These [)lanning bodies 
would also provide exp^*rtise for communities that are too small 
* to em[)loy their own development experts. 

IMPROVIXO THF> RITIAL KXyXRONMENT 

To help carry' o\i( our environmental concerns, T propose that the 
Secretary of Agriculture be authorized to share the costs of long-term 
conservation in watershed areas. Such an avithorization has worked 
most successfully under the (ireat Plains program. TTils measure 
would foster the orderly establishment of needed land treatment meas- 
ures within the small watershed areas of the country. 

In addition, teclinical and cost-sharing assistance should be author- ' 
ized within watershed areas for the improvement of water quality. 
This would mean that, for the first time. Federal cost-sharing wqnfd 
be made available to imi)rove water quality on a year-round basis. 
Such technical and cost-sliaring assistance should also be provided in*" 
Resource Conservation and Development Project areas. 

Finally, the Secretary of Agriculture should be authorized to in- 
ventory and to monitor soil, water, and related resources and to issue 
a national land inventory report at five-year intervals. SiiQh data 
c^ould be used at all levels of government in land use policy planning. 

All these proposals would l)roaden the dimensions of Federal serv- 
ice and would give new irjipetus to the entire rural development task. 
But I would emphasize again that this task must be one in wliich the 
people themselves are directly involved— and it must begin in rural 
America. Our proposals would provide rural people and communitie>s 
with the tools they need to achieve their goals and I^hbpe these rec- 
ommendations will receive early and favorable consideration. 

Results of Ovn Increased Emphasis on Rural Development 

These essential steps now depend on action by the Congress. But 
while action on past proposals has been pending, we have also been 
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taking a number of administrative steps to improve our rurtll devel- 
(mrnent propains and have substantially increased program fundinff 
l^or example: r- » 

—The funding of ]>rineipal rural development programs in the 
Depart^ient of A^rriculture this year ($2.8 billion) is more than four 
timers that of fiscal vt^ar 11H>1 and twiev that of fiscal year 1969, 
- Iwenty-nine of the thirty-four rural development programs in thai 
department have been ex[)anded sinc^ 1969. 

— Sinee 1969, the Department of Housing and I^rban Development 
has nearly tripled its grants for non-n^etropolitan planning aistricts. 
it funded 155 districts which rex^ived $3.4 million in grants in the 
last complete fiscal year. > 

—Rural housing assistance, witli i^n emphasis on low and moderate 
income families, has reached a record level o^ $1.6 billion under the 
Parmei-s Home Administratit^n program— more than triple the 1969 
•level. 

—Research 'on rural development and housing is estimated at $9 
million th^ yea^, more than double^ that of 1969. 

— Fummig for community sewer and water facilities has reached 
a record high level of $300 million in loans, plus $42 million in dixect 
grants. This represents an increase of almost 80 percent over the level 
provided two years ago. * » ✓ 

— Soil Conservation SenMc(» resource conservation and development, 
flood j>revention, and watershed prograrfis have expanded from $103 
million in fiscal year 1969 to an estimated $156 million th'is year. ' 

^"With the re<Vnt release of an additional $109 million in'funds ff)r 
rural electrification^ total available funds for the Rural Electrifica- 
tion Administration have been jin reased to $488 million for the cur- 
rent fis<^al,year. REA loans from 1969 to 19,71 totaled more tjian $1.4 
billion. Since 1969, REA-financed svstems conne<'^ted 700,0Qp new elec- 
tric services and 420,000 teleplione users— the largest three-year growth 
since the 1950 s. • . ' 

—The Rural Telephone Bank, with an initial Federal subscription 
of $60 m'illion in> the first two years, lias been established to provide 
new rredit resources for telephone cooperatives seeking to improve 
rural cominunicjttions. ,^ 

— P^xtensioTi Service* conmuinity development activities thi^ year at- 
tained a funding levef estimated at $12.7 million/ an increase of $3.7 
million over 1969 levels. - 

— To broaden the role of the employ iiieiit service in serving our 
rural population, a Rural Man{)o\ver vS^rvice has been established in 
the Department of Labor. . 

—A cooperative pro^frasfi called Concerted Services in Traininjn: 
and Education lias involved several Fedi^ral agencies as well as local 
organizations in helping individuals better utilize Federal programs. 

— A-special office has beim created within the Department of Health/ 
Education, and Welfare to fo^uson special problems of human resource 
development in rural areas. 

This exj)ansi()n of Federal efforts to stimulate the development of 
rural communities has bei^n paralleled by the increased efforts of in- 
dividual citizens, civic organizations, private enterprise and govern- 
ment at" the S^ate, county, and municipal level. There are' many evi- 
dences of the resulting overall progress. « 
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• — Outmipration from rural communities slowed from 4.6 million 
during the 1950 Vj to '2A million during the 1960 s. Most of the popula-"^ 
tion losses durin^^ the 196()'s 0(Yurred in the (ireat Plains and inter- 
mountain areaH of the West, but ^ains were realized in parts of the 
Soutliern Piedmont, the middle Tennessee Valley, eastern Oklahoma, 
and northern luul west^'m Arkansas. This is evidence that the migra- 
tory tide can flowed and in some instances even reversed. 

— Income per ca{)ita in rural America is growing faster than in met- 
ropolitan America, though it still remains below the urban level. 

— While the. incidence of poverty is greater in rural than in urban 
America, it^ reduct ion rate is nearly twice as fast. 

— Non-farm emnlovment outside the metropolitan centers has gen- 
erally grown^it a slightly faster rate than employment in metropolitan 
areas. Mann fart uriitg employment is expanding more rapidly in rural 
areas than in t he lart^e cities. 

— Although rural America still contains about two-thirds of our in- 
adex^uat<» housing, the ratio of inadequate to adequate rural housing 
units has ht-en nMiuccd from one-third to one-seventh in recent years. 
Kural electric and telephone services have improved ; more than 98 per- 
cent of America'^ farms are now electrified.' • ^ 

— During the pafit three years, per capita farm income has aver- 
aged about 75 percent that of non-iarm workers. This is still too low, 
but it repre^^ent« a significant improvement over the past decade. 

—The median years of school completed by persons 25 to 29 years 
of age is now alM)ut the same — 12 years plus — in metropolitan and 
non-met roj)oli tan areas. 

All of th(»t;e HigniH of progress are most encouraging. But this record 
is not something to stand on—it is Something to build on. Much sig- 
nificant work has already been done — but the most important tasks 
are still before 

The longer \W put off these tasksHhe more difficult they will be. 
With the crM)peration of the Congress we can promptly take up this 
work, opening new doj)r8 of opportunity for all who seek a better life 
in rural America. 

Richard Nixon. 
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Department 6f Agriculture, 

Office of the Secretary, 
Wmhingtouy D,0., September 30 y 1971, 

Hdn. Herman E. Talmadoe, 

Chairman,^ Committee on Agriciiltnre and Forestry; 

U.S. Sen^y Wdshingtony D.C. 

Dear'^Mr. Chairman: This is in reply to your request of July 14, 
1971, for a report on S. 2223, a bill to amend the (^oasOlidated Farmers 
Home Administration Act of 1961. and for other piirposes. 

Title I of the proposed legislation broadens the loan and grant 
authorities of the Farmers Home Administration to permit the fund- 
ing of industrial development,, health facilfSes, public works and a 
wide range of other rural community development projects, in addi- 
tion to the agency's present authority fo finance housing, community 
services ^hd farmer programs. The present FHA grant authority 
wQtlld also be' increased from $100 million to $300 million, and the 
i^gency would be authorized to provide its services in cities of \yp to 
35^000 population. In addition, under the proposed legislation, FHA 
\^ould be divided into a Farm Development Acfministration and a 
Rural Enterprises flind Community Development Administration 'and 
placed along with the Rural Electrification Administration under a 
new Assistant Secretary of Agriculture-Rural Development Credit. 

Title li of S. 2223 would create a new Federal Rural Development 
Credit System of borrower-bWned rural development credit banks and 
related financial institutions and services in order to furnish supple- 
mentary credit for a wide variety of public and private development 
projects in nonmetropolitan areas. 

. S. 2223 reflects the growing (Congressional interest in undertakihg 
new approaches to the development of rural America. This intei'est 
is shared in full measure by the Department a^d the Administration 
generally. 

The President's proposals for reorganization of the Federal govern- 
ment and Kis general and special revenue sharing proposals are aimed 
at assuring that the nonmetropolitan areas of the' country receive an 
equal share of attention and resources in the expenditure of Federal 
funds^ and the delivery of Federal services. 

This Department can also point to a significant growth in its 
cohimitment to rural development activities. Proposed funding of 
major rural develppment programs by the Department in FY 1972 
will be more than four times the level for FY 1961 and more than 
twice tlie level for FY 1969. Thirty-one of 39 programs have been 
increased atove FY 1969 levels. 

The Department at this time does not recommend the enactment of 
S. 2223. The objectives of this Bill can be gained more efficiently and 
at less cost through an expansion and improvement of existing 
programs, approval and implementation of the President's reorganiza- 
tion and revenue sharing proposals, and the development of better 
methods of channeling 'credit funds into specific rural areas where 
national growth policies would indicate the need for supplementary 
financing of public and private development that is not being funded 
through existing public and private sources. 

We are enclosing an appendix to this report which gives the Depart- 
ment's position on S. 2223 in detail and describes some of the 
approaches now being considered to improving the credit position of 
lagging rural communities. 
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The Office of Muriafjomont and Budget udviscs that there is no 
objection to the |)resentution*of this report from the stuiidpoint of the , 
Administration's proprain. 
Sincerely, 

.r. Phil Camphkll, ruder S(cr(tary. 

Enclosure. 

July 23, 1971 
United States Depaktment of AuHicl'i/n-RK^ 

STATEMENT CONC ERNING S. 2223, A BILL TO AMEND THe' ( ONSOLI DATED 
FARMERS HOME ADMINLSTRATION ACT OK 1961 AND FOR OTHER 
PURPOSES 

(A|)])eTulix to Report (rti S. 2223) 

Title I of S. 2223 svould broaden the loan and ^raiit authorities of the 
F'ariiu'rs Honw* Adininistratiou to permit fundins; of iiuhistrial develoj)- 
luent, heulth fa^eilities, assorted j)\iblie works uud a wide rau^e of 
other rurai' coiiuiumity (h'velo|)ineiit type |)rojeets, in iidditiou 1o the 
|)resent housing hiuI eointntuuty serviet»s |)ro^rains for rural coMuiiutii- 
tjes and farmer |)rograms. The ^rant authority ()f FHA woidd he 
increased from $100 million to $300 million. The a^eiif-y woidd he 
authorized to o])erate in cities of up to 35,000 |)o|)ulation or more 
|)of)ulous ar(*as if this was fo\ind s\iitid)le to promote* nu'al de\'elop- 
inent. In addition, KHA wc^uld h(*o divided into a P\irm Development 
Administration and a Rural Knt(^r[)rise aiul (\)mmimity Development 
Administrfit'tion and placed' alonj^ with the Rural Electrification 
AdministrAtion uiul(»r a lU'W Assistant Secretary for Ajjri<Mdture- Rural 
Develo|)ment (Vedit. 

Uiuler S. 2223 the Rural Enterprise and (\yiiinuinity Development* 
Administration would provide su|)i)lementarv credit ami supc^rvisory 
assistance for new or expanded |)rojeets and en(erpris{'s. S. 2223 would, 
in effect, introduce an additional Federal ajicencv into areas of oj)eration 
that are already the responsibility of other Federal de|)artments and 
ageiu-ies, iiu'ludinj; the Economie Develo])nuuU Adiiiiiiustration, the 
Small Easiness Administration, tire DepartiAeiit of Hoiislmr and Urban 
Developnu'nt, the Depart in(.»nt of Health, Etlucation, and Welfare, the 
l>epartnient of Labor aiul other agjeifcies whose responsibilities extend 
to snuiller pO|)ulation areas as we»ll as lar^^r cities. ( Yeatlon of such an 
a^ncy in the Department would serve to worsen the already serious 
|)roblem of J'ederal afijeiu'y |)r()l'iferation, overlaj) and confusion in -both 
the plaimin^ aiul administration of prot^rams at all levels. 

In addition, in ord(»r to carry out this |)ro vision of the Bill, the De- 
|)artiuent wovdd |)robably be.feciuired to establish an entirely new set 
of field offices parallel with the offices of the |)roj)osed Farni Develoj)- 
ment Administration, which would be res|)onsibJe for present farm 
lending prd^ains of FHA. Due to the exf)/vnded and highly comnlex 
mission of the j)rof)osed Rural Knt<»r|)rise and ( \)niniunitv" Develop- 
ment Administration and the many specialists that" would l>e req^iired 
to accomi)lish this mission, it is unlikely the counJty Qffi<*^t' structure 
of the Farm Dev^elopmeiit Administration could b^ iitilized for this 
purpose. Therefore, it would |)robablv.be necessary for the |)rof)osed 
Kural Enterprise and Community r)evelo[mient Administration to 
establish dldditiona I field offices. ' 



Tho Presi(l('rit \\n^ l^^isl^tiori to JjjNtu'Wi^h a i\v\y 'IV- 

partrnorit of ('ojninumt\ U^-vrlopnuMit {\u\{M(^nU\ hv\\\\r {u^vihcv 

pro^^ranis an(|,ap'n< iti'^ ^^^^'^^^S^^'*'*'^^' as^i^taiK to rural and \iv\nm 

or^^juu/.ationul urraiiL'rijj<h]t"l^' Uir rr^t riK t ui iii-r niid (Apaii-^ion of 
tho FIIA (M)ininunit\ |)^)^Mafns pro\ idcil for in >. 

Titl<» II oT S. 2223 \\ould cnNitc a no>\ liijral l)t»\ rloprnmt ( 'rrdit 
System to rnrot part of tli(» ri<NMl for iiKTcifrrd iu\ «'^t moot in rural 
aroiis by ostabli^bio^ a NyM<»ui Of borrowrr-ownrd tioaiK-ial institutions 
to fj:iv<,» rural areas a('c<'>s to tho cmtral nionev markets of the nation. 
Tlie Nystern wouhl ron^i^t of a Mipi^-viNory Vrdrral Rural Dovcioj)- 
nioilt ( HMlit A^^'in-y. a Frdrral Rural luvrstnirnt Kcjuali/aition Ad- 
niinLstratlon and tlir<»r ^rts of institution^ , to niako loans for rural 
dov<'lo[)nu»nt purposes- partit'ipatinjr public and private financial 
m^titOtions, District Rural I)c\clop;ncnt CVcdit A^r^.n^i^s, and Ro- 
^ional Rural Development < V(Mlit Banks. 

The vSystcin would provide* supplenu^nt ary fiiuincin^ for rural 
devcloprnent [)urposcs, defined any public or private proj(»ct 
contributing to a reasonable national growth policy and tlu* cnbancc*- 
nient of rural arctts. A[)j)roj)riatcd funds would be made availal)le 
tlirou^rb the Federal bud^^et in tbe amount of $2 billion for th(M)nrcliase;' 
of capital stcxck^in the Re^domil Banks by the Federal Rural Develop-' 
m.vA\{ (Vedit Agency and in the amopnt' of $;i(H) milMon amuiaily for 
interest supj)lem<'nts and caj)ital augmentation payments. Technical 
and advisory assistance* for borrowers and nsearch and fact-fiiuling 
n^lated tu area econortiies and (»cononMc development >\ oikld also be 
an important responsibility of units ofMhe System. 

The most s<*ri()\i,s ^piestion to be rais(*d about the propcKal contained 
ir^ Title 11 of vS. 2221^ is whether ecoru)mi<» conditions in nonmetro- 
politan areas have {leteriorated so seriously that a massive, potentially 
costly, and admi|Us(ratively complex effort of the kind propos(»d is 
now recpiired. The nonmet ropolit an retfions an<l subrepotis of tlie ' 
country differ ^^reatlv in tlf(*' itui'jor pronlems th<*y face, their- social 
and economic, condit ions, and ^row tli potentijd. Some rural an*as an* 
tjrowin^ ra[)idly, w it b an e\j)an"-ion both of economic activity an<l 
j)o[)ulati()n j)ressures, In olb(»r areas., tbere is stajr«jition and econonuc 
decline arul a ^eiu^ral deterioration of the community fjibric. A less 
costly and, in the long ruih more efreclive ai)proaeh io'the problc^ms 
and needs of t^he latter would be to evj)aiul select(*(l e.xistinp: supple-, 
mentarv credit prof^rams and improve present methods of chaiuieling 
private* iru^estnu'iit into selected rural areas for the s[)eciric [)urpose 
of implementing' natioiVal ^^^rowth policies. In addition, tlu^re is also 
a pressing need for mon* flexible Federal grant assii^taiU'e to states 
arul loealitie.; for n(»cessary arul esseritial commtmity services that 
can suoport long-term develoj)ment programs. 

The Pr(\^id(*nt 's propos7*d rural reverfu(* sharing [)rogram would 
dire<'t $1.1 billion of FederaLfurtds ilito norun(*tro[)olitan areas for |)ur- 
j)<)sc^H similar to those defined as rural comrnunily (h'V(*l(}pjn(*nt projects 
in S. 2223. Rural revemn^ sharing is int(*nde(l in part to finance j)roie<'ts 
and activities that 'w ill cruible rural communities to improve (^acilities 
and services whicli j)rovi(le a "better climate for [)rivate mvestment. In 
addition, rural revenue sharing furuls may also be' used by .state and 
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local govemn^ents to give credit assistance through loc^illy sponsored ' 
institutions to accelerate expansion of * cpmmercial and industrial 
enterprises. . . . - 

Policy and administrative flexibility, is buiH into the rural reveuue ^ 
sharing proposal to enable state and Ideal officials to pinpoint the geo- 
graphic^ areas of greatest need and 4o 'give priority to funding those 
projects that will lea^ to the greatest measure of expansion and im- 
proved opportunity: In specific. areas where shortages of private m- 
veatmentcapital were seriously retarding development, rufal r'eve^^ue 
sharing r&nds could be used as ^ 'seed' ' capital for investment. The 
establishment of ^tate ^nd local institutiohs for this pilrpose is much 
preferable to creating an additional nationwide Federally-sponsored 
credit sy^stem. ' ^ ^ 

The Administration is also moving on 'several additional fronts to^ 

f provide fbr orderly financing of major development, prpgrams-no^ 
uhded outside the regular appropriated budget. vS. 1015, now pending 
before^ Congress, proposes the establishment of an Environmental 
Financing Agency to establisli a ipechanism fur the purpose of market- 
ingl)ond8 and obligations issued by incorporated areas to finance water 
and sewer systems. The Environmental Financing Agency would offer 
its own securities for sale in the central money markets ^nd use these 
funds for tne purchase o{ municipal bonds. * 
' The President has stated that he wilNdso propose legislation to 
f)rovide foi* coordinated financing of govermAent credit agencies in the 
capital market. It i§ expected a proposal^I be m^ide to Congress to 
crfeate a Federal Financing Bank to ^^^de a mechanism to market 
the securities and obligations of go^^mment agencies which finance 
their programs through the sale, of securities or other instruments in 
tha private capital markets. The indent is to replace with a single 
marketing raecnanism the present proliferation of marketing* efforts by 
the several agencies financing their programs ou|^side the budget. This 
would bring order and stabilityinto this sector of Jthe market. 

A principal objective of th6 Rurkl Development Credit System 
proposed in Titfe II of S. 2223 is tQ increase private investment jn 
rural development projects in areas where such investment now is 

^^Fo^accomplish this objective, sizeable and continuing Federal sub- 
sidies^ would be required. This expectation is stated in Section 801 as a 
policy objective of the Bill. The mechanisms to be used* in the imple- 
mentation of the policy, interest supplements and capital augnienta- 
tion payments, are provided for in Sections 804 and 805. In addition 
^nder Section 70"? appropriations are authorized to augment the special 
Treasury fund to cover administrative expenses during the first hve 
years of the vSystem's operation. ,0 ^ . 

^ The difference befc^'een the total cost of operating the System and 
thl return from collections on loans would be covered-by appropriated 
fuitds advanced by the Treasury Department pursuant to appropria- 
tion action by Congress. This method of financing would, of course,^ 
provide a high degree of leverage to the Federal funds used for subsidy 
purposes, but it would remove from the discipline of Federal budgetary 
controls the greater part of the System's lending operations ami would 
result in continuing and substant^ial levies agamst Treasur}^ funds to 
cover the subsidies. 
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The fiivaiu^ial Ht)i)aratus proposed in Title. JI of S. 2223 ai)i)ears 
ov^erly (Complex aiul has certain dubious administrative features, for^ 
example, th^ establishment of distrkt Rural Developim»nt Credit 
Agencies as finfihcial institutions of mulli-juriSdictlonal plaiuiiug and 
development distrretfs of the states. This pir()posal wcjuld assign com- 
plex credit funcijons to (|uasi-public organizations established pri- 
marily for substate regioiial planning .which lack competency in 
commercial credit practices and adiuinistratiori. 

Proj$ress toward the designation and successful operation of planning 
and (levelopmeiit districts varies considerably from oiie state to 
another. These multi-c^ounty units in some state<4 are without the 
necessary le^al basis and state administrative support to provide a 
reasonable assurance of their competent operation, even at the level 
of develoj)nient planning administration. In rural areas, particularly, 
they may be limited in staff, e.^)erience and broad-based local support. 

In addition, the present districts have geographic boundaries, 
determined on the basis of a variety of factors having little to do with 
the administration of a new credit prcfgram within the boundaries 
of the district. For ex«iimple, some mi0it be too small for this purpose, 
if- economies of scale were to be obtained. 

There is also the added faetor^tKat mUlti-county planning units, if 
giv(*i> adequate administrative resources, can and should l)e major 
technical and administrative aids to Icfeal government and private 
orgatiizations in planning for and managing development in nonmetro- 
politan areas. If such agencies now^ 1>ecome /directly involved in the 
establishment and operation of District Credit Agencies under the^ 
proposed Sy.stem, they would probably be required to devote most ()f 
their resources to thi.s responsibility, thus neglecting responsibilities 
to the larger rural community for comprenensive planning and 
management iissistance. , ' , " 

Un(ler S. 2223, public bodies, including units of local general 
governmQ/it, would be authorized to receive funding- through the 
Rural Devdlx)pnient Credit System. State statutes generally restrict 
the Authority of local general purpose units of government to assume 
credit obligations. Unless these statutes wete changed, manv such 
units of local government would not be able to utilize the System to 
any great extent. State designated planning and development distficts 
also would be eligible borrowers under the proposed legislat^ion. At 
present, very few such organizations have the authority to j^ndertake 
borrowings for public purposes due to restrictions in tbe enabling 
statutes creating them. 

It can be expected that the administrative cost of operating the 
proposed Rural Development Credit System will be substantial. 
Administrative costs of the Farm Oedit System are approximately 
$136 million annually for all purposes. The Farm Credit System is 
relatively simple in objectives and operation compared with the 
proposed Rural Develoi)ment Credit System. The latter would be 
engaged in additional complicated lendiiig operations and would 
be providing loans, guarantees^ loan j)articipatioif^, etc., for many 
other purposes, i.e., hou.sing, industrial development, community 
facilities, etc. Both the Regional Banks and the District Credit 
Agencies would be responsible for p^bviding technical assistance 
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to borrowers on a continuing basis and, in addition, the iFederal Rwvfil 
Develppment Credit Agency would provich^ 'numerous services related 
to economic analysis and reporting and technical asi^sstance. The 
agency is required also to erTif)loy a* stuff adequately equipi)ed in the 
field of development i)ardang to g^ve advice i|i all fields and activities 
for which the System would provide financing. j 

Sections 708 and 710 authorize and' require the federal Rural 
Development Credit Agency to * ''undertake resean^h into the rural 
development and credit needs of tlie rural areas of the ,Nation antl 
ways and means of meeting such needs . . and to **have . . . |>er- 
sonnel (jualified to give advice*' in k wide range of fields of interest 
to local governments and pee^le in rural areas, ^ * . 

These brbad authorities duplicate the jjiuthorities and programs of 
the research and extension agencies of the USDA and the Land 
Grant Universities, ^ « 

•The existing research and extension agencies have qualified and 
experienced MJtaff who can per(orm these services efTectively ami 
effi< iently. The Department objects to these provisions because gf 
the \mnecessary duplication of stafT and services and bec^ause existing 
programs can d« expanded to serve growing needs at lower cost than 
under these provisions of this legislation. >^ , 

The sizeable cos-ts of the foregoing admimstrative\and management 
services would, of course, be in addition to the inlerest supplement 
and capital augmentation paymenta, authorized by^S. 2223. 

Department of Agricultuhe, f 
Offk'e' or THE Secretary, 
Washingtouy IJ.C, March 1, 1072. 
Hon. Herman E. Talivtadge, ^ 
( fiairman\ ( (rmmittee on Agriculture and EefestrUf 
U,S. Senate ' 1/ ^ 

Dear Mr. Chairman: This is in re^onse to vour request of De- 
cember 13, 1971, for k report on S. 2981, a bill 'To provide for. en- 
vironmental improvement in rural America." 

The Adminif^tration recommends enactmeat of those selected pro- 
visions of S. 2981 which were included in the President's Rural 
Development Message to Congress. Febri^ary 1| 1972. 

Title I of the bill would amend the Waterslied Protection and 
Flood Prevention Act (Public Law 83-566), as amended, (f) to au- 
thorize the Secret ar\^ of Agriculture to cost -share in watershed projects 
for needed measures planned and installed in cooperation ^Wtn public; 
agencies and local organizations thivt would restore, improve and 
maintain the quality of the environment, and storage for water 
qualit}^ management, (2) to authorize the Secretary of Agriculture to 
enter into long-term contracts with landowners and operators for 
maJring changes in cropping systems and land uses and for instilling 
needed spil) and water conservation practices in watershed projects, 
(3) to authorize local organizatibn^ to use Federal funds available to 
them other than those appropriated for the purposes of the Watershed 
Protection andFlood Prevention Act, in acquisition oi land, easements, 
and rights-of-way needed in connection wath works of improvement in 
watershed projects, and (4) to authorize tha Secretary of Agricidture 
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^ to bear not to exceed otio-hulf the cost of 'stofafj;e of wator- added t^ 
anv rertervoir constructed or modified under the Act to meet present 

^ demands for municii)al. industrial or rural develoi)ment iM^eds. Also / 

' Included are provisions for coordination with the Administrator of" 
the Environmental ^Protection Af?eiH\v and the Secretary of Health, . 
Education and Welfare. res|)ectively, on work plans which would 
include works of improvement for the prevention, control aifd^^baU*- 
ment of water no'lution or which inchide feature-^ \\li'^li may afFect 
the public he/il{^Fu • I ' \ 

TUlfe II. Section 201.of*S. 2981 j)rovides for • arhendniK the 
Barfkhead-Jones Farm Tenant Act, "as amended." This amendment 
would add to the present authorizations in the Act bv authorizing; the 
Secretary of Apnculture to assist State and local public agencies and 
local mm-profit orp:ani/.ations by^(l) providing' technical and .cost- 
sharing aKsistance (up to 50%) for the storage of water to meet rliral 

a community water sup|)ly needs, (2) providing technical and cost- 
sharing assistance for installing measures and facilities, for water 
quality managemeiit, for the contpol and abatement of agriculture- 
related pollution, and for the disposal of solid wastes, and (3) providinj^^ 
technical and cost-sharing assistance for the storage of water in 

. reservoirs, farm ponds, or other impoundments having community 
benefits, together with the necessary water withdrawal ap|)urtenances ^ 
for the purpose of rural' fire protection. Section 202 directs the Secre- 
tarv of Aariculture^ to carry out a land inventory and monitoring 
program to include studies and surveys of erosioiY and sediment 
damages, land use changes and trends^ and erivironmental degradation 
resultmg fro{n improper use of soil, water and related resources, and 
to report at not less than five-year intervals on soil, water and related 
resource conditions. 

The following is a^ummary of the |)rovisions supported bv the 
Administration: (1) amending' the Watershed Protection and Flood 
Prevention Act to provide cost-sharing for water quality management, 
which should be consistent with the standards and regulations es- 
• tablished bv the Water Resources Council on cost-shainng for Avater 
quality management, to authorize agreements for cost-sharmg' up 
to 10 years within watershed projects for land treatment measures, 

. (2) amending the Bankbead-Jones Farm Tenant Act to authorize 
cost-sharing for water quality management within Resource Conserva- 
tion and Develo])inent areas which sliould be consistent with thestand- 

.\irds and repulations establishe<l by the Water Resources Council 
on cost-sharing for water (juality management, and (3) directing the 
Secretary to carrv out a land inventory and monitoring program anil 
to re|)ort at not less. than five-yelfr intervals on soil, wat-er and related 
resource conditions. These provisions are estinmted to cost 
million thelirst vear. increasing to $27.0 million the fifth year. The 
Adminislration also supports provii^iotis for interagency coordination 
' in connection with the review^ of watershed work plans'. ^ 
The Administration does not support other |)rovisions in S. 2981, 
which add to ongoing Soil Conservation Service programs, mcluding 
cost-sharing for additional mirposes, and the use of other available 
Federal funds. We believe the President's rural revenue sharing pro- 
posal would be a more effective approach; 
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• . * * . 

. The Office of Management and Budget advises that there i8 no 
objection to' the presentation of this report from the standpoint of 
the Administration's program. * ; 

* Sincerely, 

T. K. ('owi>EN, AB&istant Secretary. 



Defartment of Agriculture, 

Of/ice of the Secretary, 
W/xshington, November 8, 1971. 
Hon. Herman E. Talmadge, " - 

('ha\rmanj Committee on Agriculture and Forestry, 
UJS. Senate " . 

Dear Mr. ("hairman: This ronlios to your request of April 20, 
1971, for a report on S. 1560, a bill 'To amend the Soil Conservation 
am^lfOomostlc Allotment Act, as amended, to permit sharing the cost 
of ac^riculture-related pollution prevention and abatement measures.'' 

The Deitartment of Agriculture recommends that the bill not be 
passed. I ^ « 

Those amendments would add^to the present authorizations in the 
Act, one specifically to provide assistance Jor fhe "'prevention'or ab.ate- 
nient of agriculture-related pollution,*' and others to permit imple- 
menting tnat addition. They would permit' the Secretarj- of Agri- 
culture to share with agriculture] producers the cost of carrying out 
agriculture-related pollution prevention or abatement practices which 
<lo not also conserve soil or water. This expanded authority would 
authorize the same kind of assistance that is ciirrently available under 
the Rural Environmental Assistance Program for soil-building and 
soil- or water-conserWng practices, includmg wildlife-conserving and 
pollution-abating practices which are also soil- or watef-conserving 
practices. 

The inclusion of these proposed additional practices would be in- 
consistent with the President's Rural Community Development 
Special Revenue Sharing Proposal which will incorporate the funds 
from the Rural Environmental Assistance \ Program (REAP). The 
Rqral (^ommimity Development Revenue Sharing Proposal will per- 
mit StatePand hJcal governments to undertake a broad range of '[)rob»- 
lems which could involve a program along th^ lines of REAP. Such a 
program could include assistance such as that contemplated in S. 
1560. Therefore, we believe 1660 is unnecfssjiry. Also, it is incon- 
sistent with the concept of revenue sharing and increasing reliance on 
local initiative and decisionmaking.' ' 

Jhe proposed amendment would also be inconsistent with the 
Ad minist ration V policy of curtailing commercial/industrial pollution 
through regulator^' means and requiring recovery of costs of facilities 
associated with treatment of industrial wastes. We believe that dp- 
partiire-4rom this policy is undesirable. 

The Office of NIanagement and Budget advises th^t there is no 
objection to the presentation of tfew report from the standpoint of the 
Acl ministration *s f)rogram. ^ 
Sincerely, 

J. Phil Campbell, Acting Secretary. 
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• l!!oMPTUOLLBU ObNERAL OF THE UnfT^D StATES. ' 

Washington, D.C,, February 17, 1972. 

•B~ 174909^ 
Hoa. Hubert H. Humphrey, 

Chairman, Rural Demlopment Subcommittee , Committee on Agriculture 
ami Forestry, U.S. Senate. • 

Dear Mr. ("HArnMAN; Reference is made to your letter of January 
5, 1972, requesting our comrnents on the November 8, 1971, (.Commit- 
tee Print x)f S. 2223, which, as stated in its title would establish a 
nationwide I^ural Development Credit Incentivefi Sv^tem and amend 
the Consolidated Farmers Home Administration Act of 19GI. 

The bill contains three titles. The first title would create a new Fed- 
eral Rural Deveroj)ment Oedit System of borroweNowned rural 
development credit banks and related financial institutions and serv- 
ices in order to furnish supplementary crellit for a wide variety of 
public and privaU» development projects in nonmetropolitan areas. 

The second title expands the au|-hority of the Farmejjs Home Ad- 
ministration to permit the funding of industrial development, health 
facilities, public works, and a wide rang^ of other rural community ^ 
development projects. It would also reorganize the loan programs 
under the Fanners Home Administration of the Department of Agri- 
culture so that the De])artment. could more effectively deal \^ith the 
credit of both farrners^and nonfarm rural residents. 

;Tho third title would require the Secretary of Agriculture to pay 50 
p(3rcent of the interest yield on any obligation for a rural development 
purpose issued by a State, State instrumentality, or local general 
Government as a taxable, rather than tax-exempt, obligation and re- 
name the Department of Agricultures as the Department of Agricul- 
ture and Rural Development. ^ 

Section 201 (g) of S. 2223 would provide that all Federal Board mem- 
bers shall be reintbursed for travel and reasonable expenses incurred 
in attending meetings of such Board and in discharge of their official 
duties. This section places no restriction upon either the type or 
amount of travoi expenditures, nor does it permit the payment of 
either travel or subsistence on a commuted basis. Sections 5701-5708 
of title 5, United StatesX;!od,e, provide general authority for the heads 
of all agencies and establishments to pay a commuted allowance of 
$25 per (lay in lieu of actual expenses for subsistence and other neces- 
sary l-ravel expenses unless such allowance would be much less than 
the* actual and necessary 'expenses in which event the head of the' 
agency may authorize reimbursement not to exceed^O per day, on an 
actual expense basis. - ' ' * . 

Assuming that it is not desired to make the travel expenses of the 
Federal Board members subject to the general laws relating thereto, 
we believe that the bill would provide more satisfactory guidelines 
from the standpoint of both administration and audit, and at the same 
' time, not result in the loss of monetary benefits if section 201(g) 
were revised to read us follows: 

Each appointed member of the Federal Board shall re- 
ceive $200 a day for not more thanrseventy-five days of 
meetings each year and all members shall be entitled to be 
reimbursed for necessary travel expeirkes (or in the altema- 
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tiye, mileage for ui^e of his j)rivately owned vehicle and a pet 
diem in lieu of £u(>sistenre not to, exceed the mtes prescribed 
in 5 U.S.O/ 57|02, 5704), and other necessap' exposes in- 
^ curre^ iii attending meetings of the Federal Board and in 

discharge of 'his officiaP duties, without reg/rd to the pro- 
visi^ons of is^ubchapter I, Chapter 57 of titled of the United 
^Statjps Code, the Standardized Government Travel Regula- 
tions, or 5 U.S.(.\ 5l3l'. Nothing in the {)receding sentence 
shall.be construed to limit the number of days of meeting each 
year to seventy-five days. ^ ^\ 

We suggest also that section 403(h) relating to members 6f the 
board of direcfbrs of the Regional Banks be revised in a manner 
' simdai* to the suggested revision of section 201(g), including the last 
8enteijcct4jiereof. ^ 

_ Sections 302r(b) and 703fb) would authorize the Federal Rural 
Development Credit Board to iix the allowance for necessary travel 
and subsistence of the Executive Director and Administrator, re- 
8i)ectively. 'We are. not aware of any reasons why the Executive 
Director and the Administrator should not be subject to thfe usual 
travel la\\s and regulations jand we suggest that these .sections be 
revised to make their travel subject to the laws and regulations 
generally applicable to Federal employees. 

Section 303 states that all acts^of the E.xecutive Director shall be 
conclusively presumed to Be in compliance with the orders and direc- 
tives of the Federal Board. Section 406 contains a similar provision 
statmg that any Regional Bank, its board o( directors, and its presi- 
dent shall be conclusively presumed to be acting jn accordance with 
policies and regulations established by the Federal Agency iiQall 
their actions and decisions. These .])rovisions are brought to the 
attention of your committee in that the need and the purposes thereof 
are not entirely clear to us. 

' Section 407(a) states that the pertinent provisions'^f the Govern- 
ment Corporation Control Act shall ,be applicable duNng^the time 
stock of any Regional Bank purchased by the Executive Director is 
•outstanding. The applicable audit provisions of the*NGrovemment 
Corporation Control Act woidd require annual audits and reports 
cry' the General Accoimting Office. We believe that the Comptroller 
General should have reasonable flexibility in the utilization jfif the 
manj)()wer resources of the General Accounting Office. Accordingly, 
we recommend a provision along the following lines be added at 
the end of section 407(a): • • 

Notwithstandin| the requirements for annual audits and 
annual reports to the Congress thereon contained in see- 
tions 202 and 203 of the Government Corporation Control 
Act the operations of the Re^onal Rural Development 
Credit Bahks shall be subject to audit by the General 
. . Accounting Office at such times and to sucK extent as the 

Comptroller General shall determine. 

^ Subsection 506(b) would authorize each District Agency in ex- 
tending^ financial assistance to borrowers -to provide, for deferral of 



103 



the initial aniuidl ropaymont of principal and interest for not to 
cx('(M»(l ton years. In view. of the interest sTip[)leinents and the capital 
aupnentation [)aynients authorized hy sections 704 and 705 your 
Committee may wish to revise tliis ?iection to include guidelines as. 
to, the conditions undec which deferral of the repayment of principal 
and interest could be nuthorized. " 

Sections 704((') .and 70r)fd) * provide tluit no applicant shall he 
eligible for an intere>>t supplement or capital augmentation payment 
unless his books ofcaocoimt are open at all times for examination hy 
appropriate authority and the General Accounting Office. Section 707 
states that as a condition of approval of any application, the applicant 
must agree t() keep his books of account open at all, times for examina- 
tion hv appropriate authority* and the (Jeneral Accounting Offica 
We hefieve tliat access hy the General Accounting Office a,s authorized 
in section 707 is all thrat is new»ssar^^ Accordingly, we suggest that the^ * 
references to the (ienernl Accounting Officcvin sections 704(c) and 
•705((l) he "deleted. • * 

Section 705,(c)(2) would involve the General Accounting Office in 
the administrative prpcess of determining the amount of'ca])ital 
augmentation payments authorized under section 705. We helieve 
that it 'would be undesirahle for our Office to participate 
in tho.<4e. determinations in {hat such participation by our Office 
woifld be inconsistent with the conce[)t of independence and objectivity 
which'would be imi)<icit in any reviews by our Office of the activities 
of the Federal Rural Development Investment Incentives Adminis- . 
tratitm. Accordingly, we urge that the reference therein to the General 
Acco\mting Office be (lek»ted. ^ 

Section 802 fa) states: 

Except as provided in this Act, each institution of the 
Rural Develo[Miient Credit System, at such times as the 
i p'ederal B()ar(! may determine, slial,l he examined and audited 

hy examiners of tKe Farm Credit Administration, on a reim- 
bursable basis and by auditors of the (jcneral Accounting 
Office, but in no cv^ent shall any svu^Tl institution he examined 
and audited less frequently than otice a year. If the Exec- ^ 
utive Director determines it to he necessar}' or ap[)ro[)riate 
the required examinations and audits may be made by in- 
dependent c^ftifif'*! public accountants * * *. 
This .section authorizes the Federal Rural Development Credit 
Board and the Executive Director to determine whether the institu-. 
tions of the Ruriil Development Credit^ System would he audited 1)yL 
the Farm Credit Administration, the (ieneral Accounting; Office, or 
** certified public accountants. We helieve that audits |by" tne (ieneral 
Accounting Office should be at the discretion of the Comptroller 
(ieneral. Accordingly, we recommend that the reference to the General 
Accounting Office be deleted from section sn2fa). Appropriate 
j)rovision for audits by the (ien5eral Accounting Office could he made 
by adding a new subsection to section S02 as follo\vs: 

» ' <r Each institution of the Rural Dev^elopment Credit System, 
. shall be subject to audit by the General Accountmg Office at 
such timeH and to such extent as the Comptroller General 
shall determine. . 
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' We noted the followiiif;^ editorial rimtU»rs. 

We believe the word "not'* shoidd be deleted from line 13, pa^^c 46. 

On pa^e 91, line 24, the words ''District Afjency" presumably shoidd 
be "Federal Agency a" 
Sincerely yours, 

R. F. Kei.lek, 
Deputy (ornptroller General of the Ifnlfed Staten. 

Envikonmentai. Pkotection Agency, 

WaHhinyfon, IJ.(\, September. 30, W7i. 

Hon. lluRHKT H. Humphuey, 

Chairman, Subcommittee <m Rural Development, Committee m Agri- 
culture, U.S. Senate, Washington, l>.(\ 

Deak^Mk. (^haihman: This is in respoi>se to your request for our 
views anci, recommendations on Senate bill S. 222;^ and Amendment 
1*53 toS. 1483. Vou have requested that we give particular attentioiK 
to the most'effective ways in which the credit institutions proposed in 
the lulls could su'^pplement rather than compete with the credit pro- 
pjnims of this Agency. 

S. 2223, a bill "To amend the ( 'onsolidated Farmers Jlome Adminis- 
tration. Act of 1961, and for other purposes," includes two Titles. 
Title I of the bill would broaden the applicability of the Act by in- *' 
creasing the ty])es of projects eligible for aid tmder it, including 

i)ollution control, waste disposal,. and water supply projects. Farmers 
Jomp Administration grant and loan authority would increase from 
$100 million to $300 million. Further, aid available under the Act 
wouI<l include both direct and insm'ed loans in addition to grants: and 
* tjie Farmers Home Administration would be divided into two adminis- 
trations under a new Assisiai\t Secretary of AgricultU|;e for Rural 
Development Credit. The t wo adnutust rat ions would be t he Farni 
Development Administration and the Rural Enterprise an(r(\)mmun- 
ity Development Administration. Title I also increases the size of 
communities eligible under the Act to 35.000 persons from 5.500. 

Title II creates a Federal Rural Development ( Vedit Swtem which 
would matce loans available to public and i*)rivnte borrowers in rural 
areiis »is defined above. Borrowers would be eligible oidy if they could 
not obtain credit elsewhere,, but loans (ould be obtained for a wide 
'range of rural commtmity development projec-ts. The (Vedi-t System 
is modeled on and woidd not ref)lai'e the existing Farm (Vedit »Svstem, 
and although initially capitalized by the Federal (ioNcrmnent at $2 
billion, it would eventually, tmder recjuired loan terms, be 
borrower-owned. 

Title II further provides for technical assistance on, eligible projects, 
which would include (Section 710) Vwater and sewage facilitie^^ and air 
pollution controls" jis well jis ** water, and water distribution, and solid 
waste disposal." The same section contains authority for research and 
information gathering. ^ 

Amendment 153 to S. 1483 (whose pur])ose is identical to the/ 
following) is a bill **To further provide for the farmer-owned (o- 
operative system of making credit available to farmers and ranchers 
and their cooperatives, for rural residences, and to tissociations and 
other entities upon which farming operations are depeiulent, to provide 
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for an adequate and flexible flou^of money into rural areas, and to 
modernize and consolidate existing farm oreclit law to meet current and 
future rural credit needs, and for other ptirpos^is/' The bill -would 
provide for loans from basic ^^orking cd|)ital of |1 billion for, among 
other things, '^supporting |)rivate and f)ublic development facilities'', 
which means facility integral to an economic development activit}' 
umler the bill and accessible to the public. Econonriic development 
activities are confined to offices, factories, stores, shi[)ping facilities, 
and similar activitiej^. A Rural Community Development Bank would 
admiqlstef the loan provisions of ihe bill, and ''provide technical 
assistance to State aiul local governments in the f)reparation and 
imf)1ementation of comprehensive rural community development 
projects and ])rograms . . /' as well as other services. • 

Amendment 153 to S. 1483 Is much more narrow it^ scope than 
S. 2223. For that reason,o\ir remarks will address S. 2223 oidy, sinca 
they can be applied to Axhiffmlment 153 as approi>riate. The purpose 
of this statement Is not to analyze the workability and merits of the 
financing schenies |)ropos<^d in those bills but ratiier to exf)laiti in what 
ways wS. 2223 ^and to a limited extent Amendment 153 to S. 148,3) - 
relates to EPA proCTams and would affect them. 'Where necessary 
those |)rograms wiH he>describe(L 

Our concern with S. 222S-atenfe from these interrelated considera- 
tiofis: does the pro[)osed le«ci^latioir cause duplicatiea of effort Or 
increase t4w number of FederaJ-^^iicies f)rovi(ling a s|)ecifii^ serWce, 
or services; would regional plaimin&and pollution-control programs be 
adverse^' affected by tl^e introduction of another f)rojec(-fihancn\g 
agency; and are Federal pollution-control resources used efficiently to 
achieve maximum effect. .^^^ * ^ 

We concur with the'Julv 23,l'97l, statertient by the Under wSeoFe- 
iMy c>r Agriculture and with tfhe Pres^lent's report pursuant to Title 
9 of thl^ jCgriciiltnre Act of 1970, both of, which support the intent of 
S.^ 2223 and Atnendment 153- of S. 1483 .to pr6\ade means to channel 
more mone}?, both government and priv-ate, to rural communities 
in onfer, to reji^vt^nate or kpep viable their economic bases; but which 
^[u|)p()rt or propose broader programs -general and specific revenue 
sharing which (ffitt^grate present diverse and often divergent pro-^ 
gnuns to accomplish 1 hat intent. ' . 

Our major related program is the water pollution control facilities 
d6nstructiori/|)rogranK S. 2223 is related in two ways: the jlrotwed 
jin^rease-of FHA ^rant andloan authorities; and tlife additional credit 
system projxii^d m TitIV U. T ^ . j 

* The FHA/i)rovisions increas^Mhe types of projectV eligible for 
grants and loans whil(M.n(Tea'sin]p; the funds available; in our view the 
net effect would be to increase the expenditure of Federal funds for 
water pollution control* facilities by- a separate Federal agency. This 
effe< t is undesirable for two reasons: the increased division of that 

1)articular F(Hleral government function ahiong its agencies when a , 
)asic purpose of the Administration has been to con.ciolidate such 
fujK'tiont^; and the closely related impact of such division on planning 
^^(1 the setting of priorities. We firmly believe that water nollutioiv^ 
control programs should be concentrated in this Agenc^y-, woich waf^ 
created for the purf)ose of consolidating Federal |)olliH;ion control 
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' . and environmental protection activities; and that only throi^gh ti^ht 
single agency- control can limited Federal polliition-co^atrol rcsourccjo 
be Used with greatest efficiency and impact. . • 
> Although the amount of Title I funds to be channeled into waste 
treatment projects is not sl)ccified. there would appear to be no/eal 

" justificationjor increased funds for this purpose in view of past and 
proposed waste treatment* works programs in EPA described below. 
(Similar conflicts may exist between the- Farmers Home Administra- 
tion programs and the water and sewer programs of HUD.) 
. We have requested sufficient funcM ($6 billion) to cover the Federal 
sh are of all municipal treatment water pollution control needs. Our 

Jt||2 billion estimate of total needs was determined from information' 

^provided by the.^^tates, direct contact with major cities, and our own 
studies ana statistical analyses. Our estimates arc intended to mee! 
all eligible'^requestsTor funds, regardless ofVhow small the community* 
or the request is. In the past the majority of projects (85% of the 
total made) have been placed in communities 'of less than 25,000 
persons, and" 50% in communities of lesf? than 2,500. As of April 30, 
1971, out of a total of 11,761 projects, 7,318 were in comrAunities' of 
under 5,000; of these, 5,653 were in communities of 2,500 or less. 

In order that rural communities will meet water quality standards, 
which wiir be enforced with as much vigor in rural areas as elsewhere 
throughout the Nation, we have taken into account their present fi- 
nancing needs in the following way: In December 1970, EPA estimated 
that the cost of constructing sewage treatment^ facilities in municipal- 
ities throughout the Nation to meet water quality' standards and 
enforcement requirements, through FY-^1974, was ap])roximately $12 
billion as noted above. Given that the 'a])proximately 9,000 projects 

>/ A^'hich (5ompri<^e the $12 billion are spread in communities throughout 
the coimtry in the same manner as projects previously assisted by 
EPA, it is estimated that 17% of the $12 billion is for communities 
with populations of 5,000 or less*. Therefore, approximately $2 billion 
of the construction needed through FY-1974 would be in municipal- 
ities w4th popidations of 5,000 or less. 

Major differences between the FHA grant program and the EPA 
• program' are the level of funding and eligible grant recipients. The 
FHA basic grant is authorized at 50 percent whereas an EPA grant 
islimite(J> to 30 percent and can go up to 55 percent only if the State 
pays 2^ percent of the cost of a project and certain water quality 
requirements are met. FHA grants may be made to '^associations, in- 
cluding coi^orations not operated for profit, and public afid quasi- 
public agencies*' whereas EPA grants may be macle onlv to^ States, 
municipalities, and interstate and intermunicipal a:gencies,-To dis-^ 
cotirage ''shopping" by prospective grant recipients, FHA has in- 
formally agreed^ to limit its grants to the EPA maximum and to 
consider onlv those applicants who have not been able to obtain 
financing through EPA due to lack of available funds to cover such 
projects. However, the fractionaliz.ation that would result from in- 
creasing non-EPA pro-ams in this area is imdesirable. ^ 
/Section 104 of Title I provides that no grant shall be-tnadc if the 
project or community development is inconsistent with any planned 
development officially approved by a coinr)et-ent authority for the area 
in which the rural community is located. The section further stipulates 
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that tio loan shall- t)o \ii>i(lo \vh(Mi the nrojoct is mconsHtent with 
imiltijurisdirtioiml phuuinig. and dovolopniont (hstrict area-wido ^ 
phinhing. This detormination will ap|)ar(Mitly ho nuido \vhon tlio api)!!- 
ratims are roviowod- and < oniincMitod on hy tho inulti-junsmrtional 
.agency,- or countrv.or nuinicrpal ^ovorninont, having jurisdiction 
over the^area in w'hicli the proposed project is locat'iMl. Tins chanoje 
is desirahle. EPA and HUD liave entered into an agreement standard- 
iziufr planning roquiroinents for grant assisted Pr^^i^T!"^' ^^^l^J^^J^''^ 
that Section '104 can he tnterpneted as enQohraging joint l^HA-hFA- 
,HUD .st4in(hirds. ilowover, we would prefer that the hill stipuhite 
such staDdardizatiojn. ^s well ^ as stipulate Federally-reco^ized 
nuilti-jurisdictional planning authorities. .Finally, in line with our ^ 
principal concerns, we would prefer that any such program he required 
. to^'be consistent withJ^PA river basin water |)ollution control planning. 
Similarly, where Tital II, Section 710, |)rovides for technical 
assistance, we are concerned ♦about division and du|)lication of effort. 
Technical assistance personnel would cpver among other things 
operation and administPation of Federal grant programs, adminis- 
tratron development and operation of community facilities, technical 
data and requirements in the following specific activities related to 
\vat^r: water and sewage facilities and air pollution controls; water, 
and water distribution^ and ^jolid waste disposal ; multi-purpose water 
development; and comprehensive area planning. 

We would point out that most of these are function^ already pro- 
' vided for bv the Congress in the stiitutory authorities under which 
tliis A^ri\v operates, andi that the need for another technical statt 
in anotl}er Federal agencv simply does iiot exist. 

The question has arisen as to how water quality standards are .set 
and- enforced, particularlv in' ruraJ areas; Water quality standards 
were established finder the Federal Water Pollution Control Act, as 
amended. The States, through f)ublic^hearings, determine the uses ip 
be mude W all interstate streams, numerical cnt^na to protect those 
uses and an implementation and enforcement plan. These items coni- 
i)rise the water qualitv sUindards which, after adoption through State 
administrative processes, are submitted to the EnyiroBmental Fro- 
teV'tion Agency for review and apnroval. This Agency s judgments as to 
the accei)tabilitv of the numerical criteria are based upon scientihc am 
technical recomniendations made by the National Advisory lechmcal 
(Committee on April 1, 1968. Standards are adopted by eacli vState 
acting individuallv but thev are revaewj^l for regional consistency. 

The enforcement of water qualitv standards is governed by J^oclion 
10(c)(5) of the Federal Act which provides - that matter which is 
discharged into water so as to reduce the quality.of such water below 
tho water (lualitv standarcU may he abated m accordance witli the 
provisions of section 10(g)( 1) or (2) of the Federal Act. Those sections 
in turn authorize the Administrator to request the Attorney deneral 
to commence st|it against a i)olluter if the discharges under considera- 
tion can he shown to affecl liealth or welfare. The (lovepnor s consent 
is required where the polhition effect is intrastate. At least ISO (lays 
before any ahati^mejit action is initiated under subsection ip(gHl) or 
(g/(2), the Administrator is recpiired to notify the violators and other 
inter(^st<»?l parties of the violation. ^ 
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No distiiiction is mllde between rural and non-rural areas ki setting 
or enforcing water quality ptandards. 

The impact of esta^blishing water cjuality standards for streams 
in rural ttreas may be significatit dependmg upon the "conditipn of the 
. * water prior to' setting the standards and what degree of water quality 
is desired bj^ the people in the.area who determined the use to be rhade 
* ' of the water. In cas^, where relatively common waste treatment pro- 
' Cessis need to be upgrade^i ot treatnient plants constructed, the* 
. imj^ct may not be great* ' . 

This picture may change in arjeas, where the water pollution problem 
is caused ])y liin-offs froni feedlots, fertilization practices, or ,other 
^ agricultural water uses. Control of pollution from sjidi non-point 
sources is more difficult and in some instances not practicable given 
, existing te,chnologv. 

FinaUy it has 'been asked wl^at a waste treatment facility for & 
i typical rural community^ would cos^ . A common type <?f water pollution 
' control' facility cpnstructed for comniunities with populations near 
. 5j000 is an Extended Aferation plant. Given an Extended Aeration 
plant with a design population of 5,000, the following estimates apply: 

Cost of constructing ihe plant is estimated to be_ J." 1 » $386, 000 

» Cost of constructing ftie interceptor sewer is estimated to be. > 190, 000 

Cost of Engineering Services for both the plant and sewer is estimated 

tobe_-__ . 58,000 

Annu^il Qperation a»d Maintenance cost is estimated to be ^ 22, 000 

1 Controjpt cost only. Ii;it«restf and onlortlsation^ta not included. Should i^.coUectlon sti^r syaUm which 
Is ineligible for EPA grant psslstanc* also b* fwedod, tht estlm ated cost of constructing one ts $803,000. ' 

* In surnma^ry, we want to emphasize first that we do not oppose 
* • efforts to channel" to rural areas essential financial resources which can 

be applied to the betterment of those areas^by re-vitalizing the ruraf 
economy. However^ for the reasons advanced in the foregoing state- 
ment; we feel that provisions of the propose^ legislation are undesirable ^ 
iti view of this Agency's program^. 

. We are "advised by the^ OflSce of Management and Budget that there 
is nt) objection to the presentation of this report from the Administra- 
/ -tion'^s standpoint. 
- ^ * Sincerely yours, * * . 

\ ' , ^ William D. RxjekELSHAus, 

* ' . - . ' Adminwtrator 
\ CijANQES IN ExisTiNO Law 

In compliance \\ith subsection (4) of rule XXlX of the Standing 
Rules of the Senate, changes in existing law rhade by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
, is enclosed ill black brackets, new matter is, printed in italic, existing 
law in which no change is proposed is shown in roman) : . - 

TKTLE 5,/UNITED STATES CODE ' 
§ 5315. Positions level IV. 

. Level IV of the Executive Schedute ^.pplies to the following positions, 

• for which the annual rate of basic pay is $28,750-: * 

♦ • ♦ * ., ♦ ^" 1^ i« ' ^ 

. (11) Assistant Secretaries of Agriculture [(3)1 (4). 

i Nov $38,000. See 2 U.8.C. 358 tiot^. • , 
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{96) Executive Director of the Federal Rural DevelopmefU Credit 
^ Agency. 

{96) Administrator oj the Federal Rural Development Investment 
Incentives Administration. 
J16. Positions at level V. 
. Level V of the Executive Schedule applies to the following positions^ 
for which the annual rate of basic 'pcty is $23»0OD: ^ 

■• ♦ \ ^ "•♦ '♦„'.♦ » . -» 

(4) Administi'ator, [Farmere Home AdministrationJ Farm 
Devdopment Administration y Department of Affri^nUtnre. 

*♦ ' ♦ ' . ! • ♦ * ■ . * * * - 

{131) Administrator. Rural Enterprise and Community ^'Develop- 
ment Administration ^ Department of Agriculture. 

{132) Deputy Executive Director, the Federal Rural D^elopr 
meat Credit Agency. . 
' " ^ ' .. ^ 

Section 5136 oi'' the Revised Statutes (12 U.S.C. 24) 

§24« Corporate powers of associations* 

Upon duly making and filing articles of association and an organiza- 
tion certificate a national banking association shall become, /as f^rom 
the date of the execution of its organization certificate, a body eotpo- 
rate, and as such, and in' the name designated in the organization 
certificate, it shall have power — " . • 

♦ ♦ ♦ ♦ , ♦ ♦ 

Seventh. To torcise by its board of directors or duly authorized 
officers or agents, subject to law, all such incidental pfj^ers as shall 
be necessary to carry on the business of bankmg; by discounting and 
negotiating promissory notes, drafts, bills of exchange, and other 
evidences of debt; by receiving deposits; bgr buying and selling ex- 
change, coin, aijdl)ulUon; by loaning money on personal security ; aild 
by olbtaining, issuing, and circulating notes according to the provisions 
of this chapter. The business of dealing in securities and stock by the 
association shall be limited to purchasing and selling such securities 
and stock without recourse, solely upon the order, and'for the account 
of, customers, and in no case for its own account, and the association 
shall not unden^^rite any issue of securities or stock: Providedy That 
the associatioil^may purchase for its own account investment securities, 
under such limitations and restrictions aer the Comptroller of the 
Currency may by regulation prescribe. In no event shall the total 
amount of the investment securities of any one obligor or maker, held 
by the association for its own account, exceed at any time 10 per 
>centum of its capital stock actually paid in and unimpaired and 10 
• per centum of its unimpaired surplus fund, except that this limit aaon 
shall not require any association to dispose of any securities lawfully 
held by it on iV^^jg^t- 23, 1935. As used in this section the term "in- 
vestment securities'' shall mean marketable obligations, evidencing 
indebtedness of any person, copartnership, association, or corporation 
in the form of bonds,' notes and/or debentures, commonly known aa 
investment securities under such further definition of the term ''in- 
vestment securities'' a& may by regulation be prescribed by the 

*Now $96,000. See 2 tJ.S.C. SU note. 



Comptroller of the Xhirroiuy. Except as hereinafter provided or 
otherwLse permitted by law, nothing herejn, contained shall authorize 
the purchase by the lussociation for its own- account of any shares of 
stoek of any corporation. The limitations and restrictions hereia 
coi^tained as to dealing in, underwriting and purchasing for its own 
account, investment securities shall not apply to obligations of the 
United Startes, or gmieral obligations of any State or of any political 
nubdivigoii therepf, or.obligutions issued under authority of the Federal 
Farm Loan Act,, as amended, or issued by the thirteen banks for co- 
oper^itives or any of them or the Federal Home lioan Banks', or obli- 

ftttiona which are insured by the Secretarv of Housing ^nd Urban 
)evelopment under title XI of the National Housing Act or obliga- 
tions which ,^e insufed by the Secretary- of Housing and Urban 
DeveJopmeJit (hereinafter in this sentence referred to as the ''Secre- 
tary '0 pursuant to section 1713 of this title, if the debentures to be 
imu^d in payment of ^such iiii^u^fed obligations are guaranteed as to 
principal and interest by theC United States, or obligations, participa- 
tions,^ or Dther instruments of or issued bv the Federal National 
Mortgage Afisociation or the Governmei^t National Mortgage Associ- 
ation, W such obligations of any local public agency (as defined in 
sectionU46()(h) of Title 42) as- are secured by an agreement betweeli 
the local public agency and the Secretar>^ in which the local public 
agency Wees to borrow from Secretary ,Vand* said Secretan' 
agrees, ih lend to said local public agenc}< monies in an aggregate 
amount Which (together with any othfer monies u-revocabty com- 
mitted to the payment of interest op such obligations) will suffice to 
pay, when due, the interest on and all installments (including the 
final installment) of the jmncipal of such obligations, which monies 
under the terms of said agreement are required to be Osed for such ^ 
pfiyments^ or such obligations of, a public housing agencv (as defined 
in the United States Housing Act of 1937, as amended) as are secured 
either (1) by an agreement between the public housing agency and 
the Secretary in which the public housing agency agrees to borrow 
from the Secretary, and the Secretary- agrees to* fend to the public 
housing agency, prior to the maturity of such obligations (which 
obligations shall have a maturity of not more than eighteen months) 
monies in an dknount which (together with any other monies irre- 
vocably committed to the j^ayit^ent of interest on such obligations) 
will sufficef to pdv the principal of such obligations with interest to 
maturity thereof which monies under the terms of said agreement 
are required to be used for the purpose of paying the principal of and 
the interest on such obligations at then- maturity, or (2) by a pledge 
of annual contributions under an annual contributfons contract be- 
tween such publi(^ housing agency and the Secretarv if such contract 
shall contain the covenaryC by the Secretarx- which is authorized by 
section 1421a(b) of Title 42, and if the maximum sum and the maxi- 
mimi period specified in such contract pursuant to section 142la(b) 
of Title 42 shall not be less than the annual amount and the period for 
payment; which are requisite to provide for the p&yment when due of 
all installments of principal and interest on such obligations: Provided 
That in carrying on the business commonly known as the safe-deposit 
business the association shall not^^p^st in the capital stock of 
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corporation orgjinizetl under the law of any State to conduct a safe- 
deposit business in amount in excess of 15 per centum of the capital 
stock of the association actually paid in and unimpaired and 15 i)er 
. contmn of its unim])aire(l surj)lus, The limitations and' restrictions 
hereiif contained as to dealing in and underwriting investment se- 
curities shall not apply to obligatioiis issued bV the International Bank 
for Reconstructi^.«FM)d Development, the Iiitcr-American Develop- ' 
ment Bank or th^lKi^ Development Bank, or obligations issued by' 
anv State or politiSffsubdivision or any agency of a State or political 
, subdivision for housing, university, or dormitory purposes which are^ 
at the time eligible for purchases by a national bank for its own 
account, Itor to bonds, notes and other obligations issued by the Ten- 
nessee Vallev 'Authority or by the- United States Postal Service: 
ProvM, That no assoc-iation shall hq^ld obligations issued by any of 
said organizations as a result of* und^writing, dealing, or purchasing 
for its own accovnU fand, for 'this purpose obligations aj^ to which it is ^ 
uffder commitment shrill he deemed to be held by it) ia a total amount ^5 
exceeding at anv one time 10 ])er centum of its capital stock actually 
paid iu'^uul unimpaired and 10 per centum of its unimpaired ^un)his 
- »l5^lund. Notwithstanding any other provision in this paraCTa])h, tlif 
association may purchase for its own account shares of stock issued by 
a corporation authorized to he created pursuant to sections 3931 to 
3940 of Title 42, and may make investments in a partnership, or joint 
venture formed pursuan't to section 3937(a) or 3937(c) of Title 42. 
Notmthstanding any other proirifiion in this paragraphy the association 
may purchase the stock, bonds or other obligations of any DiMrid Rural 
' • Develorrment Credit Agency or Regional Rural Development CJredit Bank m 
^ \ created pursuant to the authcrrity of the Rural Development Financial Re- 
sources Act oj 1972. ^ ' 

* ^ / ^ ^ * . ^ * 

The Consolidatep_J>Smer8 Home Administration Act of 1961 
(Title III of the AoRiguiiTURAL Act of 1961) 

TITI^ III— AGRICULTURAL CREDIT 

Sec. 301. (a) This title may be cited as the "Consolidated [Farmers 
Home Administration Act of 19611 Rural Development Act". 

♦ ♦ ♦ ♦ * ♦ ♦ 

'Subtitle A— Real Estate Loans 

* * * * . * * * 

Sec. 304. (a) Loans may also be made or insured under this subtitle 
I(a)J to anv farmo\\Tiers or tenants without regard to the require- 
ments of section ,'^2 (1), (2), and (3) for the purposes only of land 
1 and Avater development, use and conservation, not including recrea- 
S^' tional uses and facilities, and [(b) J without regard to the require"- 
' ments of section 302(2) and (3) to individual farmowners or tenants 
^ to finance outdoor recreational enterprises or to convert to recTeational 
uses their farming or ranching operations, including those heretofore 
financed under this title. 
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(6) Loans may also be macU, or inmred under this svitiUe to res^idents 
of rUral areaSy inclvding Indian tribes on Federal and State reservations 
arid other JederaUy recognized Indian tribal groups^ without regard to 
the re^iremenis of clauses (2)^lifLnd {3) of section 302 tQ acquire or 
establish in rurfbl areas small business enterpriser to provide such res^ident^ 
with d^seniial income. * \ 

Sec. 305. The Secreto^^ shall make or insure nq loan under sections 
302, 303, and 304 of this title which would cause (a) the unpaid indebt- 
edness against the farm or other security at the time the loan is made 
to exceed $100,000 or the [normalj value of the f arm 6r other security, 
^ir (b) the loan to exceed the* amount certified by the county commit- 
tee. In determining the [normalj value of the farm, the Secretary 
shall consider appraisals made by competent appraisers under rules 
established by the Secretaiy. [Such appraisals shall take into consider- 
ation both the normal agricultural value and the normal market value 
- of the form. J . 

-SSc. 306. (^(l) The Secretary is also authorized to make [orj, 
in8ure,.or participate with other financial institutions in making loans to 
associa^ion8[, incluclingj (including but not limited to corporations 
not operated for profit), cooperatives that are unable to obtain credit from 
the banks for cooperatives, ^and'J public and auasi-public agencies, 
public and private technical vocational school^Indlans tribes on Federal 
and State reservations and other federaUy recognized Indian tribal groups, 
and others to provide for acquisition and improvement qf lands, the 
application or establishment of soil conservation practices, provision 
of marketing andjother services^ snifts in land use, the conservation, 
development, UBej, and control of water, the processings manufacture^ 
and finishing of products from raw materials and intermediate products^ 
and the installation [orj, improvement, equipment^ or operation of 
drainage [orJ, waste disposal [facilitiesj, or other rural community 
development projects^ aiid recreational developments, all primarily 
serving or provutina employment for farmers, ranchers, farm tenants, 
farm laborers, and other rural residents, and to furnish financial 
assistance or other aid in planning projects for such purposes. The 
^ amount of financial assistance to be made available in any fiscal year 
shaU be specified in annual Appropriation Acts. When any loan made 
for a purpose specified in this paragraph is sold out of the Agricultural 
Credit Insurance Fund as an insured loan, the interest or other 
income thereon paid to an insured holder shall be ilicluded in gross 
income fpr purposes of chapter 1 of the Internal Revenue Code of 1954. 
♦ * • « 

fs) No grant shall be made under paragraph [2J(5) of .this sub- 
section in connection with any [facilityj project unless the Secretary 
determines that the project (i) will serve a rural area which, if such 
project is carried ouiy is not likely to decline in population below that 
for which the [facilityj project was designed, (li) Ls designed and 
constructed so that adequate capacity will l^bej or can be made avail- 
able to serve the present population of the area to the extent feasible 
and to serve the reasonably foreseeable growth needs of the area, or 
, . (iii) is necessary for orderly commOnity development consistent with a 
comprehensive community water [or sewerj sewer, or other develop- 
ment plan of the rural area and not inconsistent with any planned'de- ^ 
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veloprnent under Stat^, mult ijurisdict tonal, county, or municipal plans 
approved as official plans by competent H\ithority for the area in 
which the rural comnnmity is located, and the Secretary shall establish 
rejfulations requiring^ the^ stibmission of all applications for financial 
assistance \in(ler ^his [act] ^edim to the multijurlsdUtunml trubstaU 
areavride general purpose planning and development agency that hutt been 
ofU'uiUy designated as a^earing house agency under Oifice oj Manage- 
ment and Budaei Circular\A V6 and to the county or municipal goverfi- 
y^ent having jurisdiction over the area in which the |)roposed project 
is to be located for revieyv and comment [by s\ich a^encv] vvithm a 
de^i^ated period of time concerning among other considerations, the 
ejfe'ct oj the project upon the areawide goals and plans oJ aych agency or 
government. No loan under this section shall be made thh,t is inconsistent 
with such multijurisdiAional planning arul development district areawide 
plan. The Secretary is authorized to reimburse such agency or government 
jor the cost oj making the required review. Until Octobijr I, [1971] U^73, 
the Secretary- may make ^antn prior to the completion of the com- 
nrohensive plan, if the pre|)aration of such plan has been undertaken 
for thct area. 

» > ♦ ♦ ♦ ♦ ♦ 

[(5) No loan or pjant shall be made under this subsection which 
wo\dd ca\ise the impaid principal indebtedness of any association under 
this title and upder the Act of Atipust 28, 1937, as amended, together 
with the amount o^ any assistance in the form of a gcrant to ejtceed 
$4,000,000 at anv one time. J ' 

#6) The Secretary uiav make ^ants a^f^regatinp; not t^) exceed 
$15,000,000 in anv fiscal year to ptiblic bodies or s\ich other a{?on<rt(;y. 
as the Secretary may determine having authority to prepare [official]* 
comprehensive plans for the development of water or [sewer ^^y^emsl 
waste disposal systems, community 'aet^^iceM and facilities, and are any (d(^ 
development in rural areas which do n^dthave ftinds available for^ 
immeditrte undertaking of the preparation d{ such plan. 

7(A) Rural areas [,J for the purposes of iVttter and waste disposal 
projects shall not include any area in any my or town whicb has^a 
popuUition in excess jf 5,500 inhabitants] this title means all the 
territory oj a State, the (Jmrn^nwa/f A oj Puerto Rico, the Virgin Islands, 
American Samoa, arul Aiam that is not within the outer boundary (dany 
city having a population oj jifty thousand or more and Its immediately 
adjacent urbanized and urbanizing area with a mpulation densitiloj more 
than one hundred persons per square mile, as detenninH by the hecrctary 
lure according the latest decennial census of the Uniled\Statfs. 



Special consideration shall be given to areas (hat do not include a aty 
having a popultition ol more than ten thou.sand. 

{B) The term ''rural ammunity development project'\for the purposes 
of this title cans any project undertaken by priinte or industrial enter-* 
prise or by any State, region'al or local development authority, any public 
" work project, or any community facility or service that contributes or will 
contribute to the objective oj a balanced national growth oolicy as provided 
in setcion OOlia) of the Agricultural Act oj 1U70 {Pullic Ixiw f)l- 524) 
and section 702 of the Ifousina and Urban Develojrment Act oj 1070, 
or the enffa^cemtnt oj any rural community or rural area as a place to 
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♦ 

live and make a limng. Such term specifically includes, but is not limited 
tOy projects thut provide iruJeafied employment or income Jor or directly 
benefit rural remnents and that — 

(/) establish or improve p^iblic works, or community sennce or 
jaciliti^, ^ 

(II) encourc^e private investment in^ or promote the establish- 
ment and expanmon oj, industrial or commercial enterprise's includ- 
ing but not limited to investor-owned and cooperative marketing and 
other service associations and Enterprises; ^ . 

illl) provide manpower development arid training; 
(IV) improve 4he quality and accessibility oj rural community 
ja^ilities and services; , * 

iV) promote the conservation ^, development, and proper ntUl'zation 
of naturai resqur&es; 

(VI) esuiblish and lm^r<u^e public educational, JacUities iificluding 
but not limited to technical and vocational^ schools ^ and eficouragt 
the development of improved educational methods; 

(VII) establish and improve landy water, ami air transptyrtatixm 
. systems and services joj: goods and passengers; 

^ (VIII) assist in th^ solution oj problems reixded to law enforce- 
-ment activities; ' ^ 

(IX) establish decent y sdje, sanitary, and comfortable housing; 

(X) establish ami improve health facilities and services and 
generally promote improved health arid nutrition of residents of 
rural areas; , * 

(XI) provide jlirect Jijianciql incentives to industry to create 
jobs in ri^ral areps; and ' ^ 

(XII) establish and improve facilities and services thai will 
enhance the quality of the environment. 

♦ •. ♦ ■ ♦ ♦ • 4> 

(//) In the making of loans and grants for community water facilities 
under paragraphs, (1) and (2) of this sujbsection the Secretary shall accord 
the highest priority to the application of any mui\icipality or other public 
agency {including an Indian tribe on et- Federal or State reservation or 
othir federally recognized Indian tribal grmip) in a rural community 
having a population not in excess of five thousand fivie hundredirwhich i 
a community water supply system ^ where the Secretary dem^tiines Jl^ 
du4> to unanticipated diminution or deterioration of its water sup^^ 
immediate action -ts needed. The Secretary shall ntilize. the Soil Conser- 
vation Sert^ice in rendering technical assistaiy^e to applicants under this 
paragraph to the extent he deems appropriate. 

Ser. 307. (a) The period for repavment of loans under this subtitle 
shall not exceed forty years. The Secretary shall from time to time 
establish the interest ra4:e or rates at which loans for varioiiB |)urpose8 
will be made or insured under this subtitle but not in excess of 5 

f)er centum i)er annum ; except that loans (other than guaranteed loans, 
oans to public bodies or nonprofit associations (including Indian tribes 
on federal and State reservations and other federally^ recognized Indian 
tribal groups) for community facilities, or loans of a type authorized by 
section S06(a) {l) prior to its amendment by the linral Development Act 
of f972) made or insured under section 304(b), 306(a)(1), or 310A shall 
bear interest at a rate, prescribed by the Secretary, not less than a rate 
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determined by the Secretary of the Treas^Hnj taklruj Into consideration the 
current average market yield on outfttanding marketable obligations of the 
United States comparable to the average mat\t,ritieH of such I oans.^l justed 

* in tfie jvdQjnent oj the Secretanj of the T reasury to provide jor a rate 
hmiparablc to the rates prevailing in the private 'market for similar loans 

^ and considering the Secretan/s insurance oJ the loans, pins an additional 
charge f prescribed by the Secretary, to cover the Secretary's losses and cost 
of administratimi, which charge shall be d4>posit^d in the linral Develop- 
ment Insurance Fund: Provided^ That the rate so prescribed shall be 
adjusted to the nearest one-eighth oj I per centum. The borrower slmll |)ay 
s\ieh fees and other charges as the Seetetary may require. 

« « « . • • * 

Seo. 309(a) The fund estabhshed pursuant to section 11(a) of the 
BankheacUTones Farm Tenant Act, as amended, shall hereafter be 
called the Agric\dtural Credit Jns\irance F\md and is hereinafter in this 
, subtitle referred to-tis the '*fim(r\ The fiiiurshall remain available as 
"a revolving f\md for the discharge of the obligations of the Secretary 
under agreements insuring loans \mder this s\ibtitl«tjaiX(l loans and 
mortgages ius\ired under prior authority. 

♦ ♦ ♦ ♦ 

(0 The Secretary may \»tili/.e th^e fuml — 

( I) to mak(* loaiis which co\dd be insured under this subtitle when- 
ever the wSecretarv has reasonable a!^s\irance that they ran be sold 
without \mdue delay, an'd iiuiy sell and insure siu'h loans. The aggre- 
gate of the^ principal of s\U'h loans made and not disposed of shall not 
excet*d [$100,000,0001 $500,000,000 nt any one time; . 

4t ♦ . * * ♦ ^> 

Sec. soda, (a)- There is hereby created the Ihtrad Develojrment In- 
mrance Fufid {hereinafter in ih^is section referred to as the ^ Insurance 
^ Fun<r) which shall be used by the Secretanj as a revolving fund Jor th^ 
discharge oJ the obligations of the Se4^retury under contracts gfiaranieeing 
or insuring rnrai development loans. For the^ purpose of this section 
''rural development loans** shall be those provukd jor by sections SOJ^ib), 
306(a)(1), SlOAy and 312(b). except loans (other than jor neater systems 
and wasfe disposal jaciU ties) of a type authorized by section 306(a)(i^ 
prior to its amendment by the ICuraJ Jievelopment'Act of V)72, 

(b) The assets and liabilities of the XgriculturnI Creilit In>iurance Fund 
referred to in section 30i){a) applicable to loan.s for water sijstems and 
waste disposal facilities under section ^6{a){l) are hereby transferred to 
the Jnsurojice Fund. Such assets (in^({ing the proceeds thereof) and 
liabilities. and rural development loans gj\jranieed or insure<t' pursuant to 
this title shall be subject to the prorisions o^is section and section 308. 

(c) Moneys in the luf^urance Fund not^eded for current operations 
shall be deposited in the Treasury of the (/nJiLpd States to the credit oj the 
Iryiurance Fund or invested in ifirect obligat}k>ns of the (United States or 
obligations^ (juaranteed by (he United States. The Secretary may purchase 
with money in the Insuranc^Fund any notes issued by the Secretary to 
the Secretary oj the Treasury jor the purpose oj obtaining money for the 
ImnranceFund' , , 

{d) The Secretary is authorized to make<ftid issue mites to the Secretary' 
of the Treasury for the purpose oj obtaining junds necessary for dis- 
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charging obligatiom under this' section and for making loans y advances ^ 
and authorized expenditures out oj the Insurance Fund. Such notes shall 
be in such form and denominations and have such maturities and he 
subject to such terms and conditions as mny he prescrihed by the Secretary, 
with the approval oj the Secretary oj the Treasury. Such notes shall hear 
-interest at a^at^ fixed hy the Secretary oj the Treasury j takina into 
consideration the current average mxirket yield oj outstanding marketable 
obligations oj the United States having maturities comparable to the average 
maturities 0/ rural development loans made^ guuranteefly or inmred under 
this title. The Secretary oj the Treasury is authorized and directed to 
purchase any n/jtes of the Secretary i8sue4 hereunder^ and, for that 
purpose y the Secretary oj the Treasury is authorized to use as a public 
debt transaction the proceeds jrom the sale oj any securities issued under 
the Second Liberty JSondActy as amended j and the purposes jor which 
such securities may be issued under such Act, as amended^ are extended to 
include the purchase oj notes issued hy the Secretary hereunder. All 
redemptions y purchases ^ and sales by the Secretary oj the Treasury oj 
suck notes shall be. treated as public debt transactions oj the United 
States. 

(e) Notes and security acquired hy the Secretary in connection with 
rural development loans madCj guaranteedy or- insured under this title or 
transferred by subsection (b) oj this section shall become a part the 
Insurance Fund. Notes may be held in the Insurance Fund and collected 
in accordance with their terms or may be sold by the Secretary with or 
without agreements jfr insurance thereoj ai the balance due thereon^ or on * 
such other basis as th& Secretary may determine jrom time to time. All 
net proceeds jrom such collections ^ including sales oj notes or property ^ 
shall be deposited in and become a part oj the Insurance Fund. 

(J) The Secretary shall deposit in the I'h^urance Fund any charges 
collected jor loan services provided by me feretory as well as charges 
assessed jor losses and costs oj administmtion in connection with making^ 
gvnranteeingy or insuring rural develdphi^ loans under this title. 

(g) The. Secretary may utilise the Insurdhce Fund — 

(/) to mxike rural development loans which could be insured under 

' this title whenever he has a reasonable assurance thai they can hi 
sold without undue delay f and he may sell and insure such loans; 

(2) to pay the interest to which the holder ojSnsured notes is 
entitled on loans heretofore or hereafter insured accruing between 
the date oj any prepayments by the Sorrower and the date oj trfins- 
mittal oj any such prepayments to the holder, in the discretion oj 
the S^cretarVy prepayments other thckn iinal payments need not be 
remitted to toe holder until due; 

(3) to pay to the holder oj insured notes any defaulted installment 
or^ upon assignment oj the note to the Secretary at the Secretary's 
request y the entire balance due on the loan; * 

(4) to purchase notes in accordance with contracts of insurance 
heretofore or hereafter entered into by the Secretary; 

{6) to make payments in compliavce with the Secretary's obliga- 
tions under contracts oj guarantee entered into by him; 

(6) to pay taxeSy in^urance^ pripr liens^ expenses necessary to 
make fiscal adjustments in connection with, the application and 
transmittal oj collections or necessary to obtain credit reports on 



applicants or borrowers or property appraisals, and other expenses 
and advances authorised in section SSSla) oj this tiile ip, connection 
ynth insured loans. Such items may be paid in connection vMh 
{fuaranteed loans afUr or in connection'^ mth acquisition by the 
Secretary of such loans or security therejor after dsfavlt.toan extent 
^ determined by the Secretary to be necessary to protect the interest oJ 
the Qovenmtnt; » l ' 

(7) to pay the difference between interest payments by borrowers 
and interest to which holders oj insured notes are entitled under 
contacts oj insurance (exclusive oj eontjfocts oj ffimrantee) heretofore 
or hereafter entered into by the SecreH/ryi . . - * 

(8) to pay the SecretOiry^s costs ^oj administration oj the rural ^ 
development loan proaram^ including costs oj the Secretary incidental 
to (pmrahteeing rural development loans under this title. 

(h) When any loan is sold mit oj the insurance Fund as Hn 
loan, the interest or other income thereon paid to an insured hoU£r shall be 
included in gross ineom£jor purposes of . chapter 1 oj the Internal Revenue 
Code oj 1954. ^ . ^ 

« • ^ • • • • • 

Sec, 310. {a) The Secretary may also make and insure loans to public, 
'private, or cooperative organlsaticm^ organi^djor profit grnonprojit, to 
Indian tribes mi Federal and State reservations or other jed^aUy recog- 
ni^eU Indian tribal groups, or to indimduah jor the purpose of vmproving, 
developing, or^jinancing business, industry, and employment and improv- 
ing the economic and environmental climate in rural communities, inclvd- 
ing poUutim abatement and control. 

(6) The Secretary may make grants, not to exceed $60,000,000 annuaUy, 
to eligible applicants under this section jor polHtion abatement and 
control projects in rural areas. No s^wh grant shall exceed 50 per centum 
oj the nevelopment cost Qj such a project. 

SUBTITLE B — OPBHATINQ LOANS 

Sec. 311. (a) The Secretary is authorized to make loans under this 
subtitle to farmers and ranchers in the United States and in Puerto 
Rico and the Virgin Islands who (1) are citizens of the United States, 
(2) have a form background and training or farmmg experience 
which the Secretary determines is suflBcient to assure reasonable pros- 

Cects of success in the proposed farminff operation, (3) are or w;ill 
ecome operators of not larger than family farms, an<J (4) are unable 
to obtain sufficient credit elsewhere tO finance their actual needs at 
reasonable rates and terms, taking into consideration prevailing pri- 
vate and cooperative rates and terms in the community in oi near 
which the applicant resides for loans fpr similar purposes and periods 

(bTu) Loans may also be made under this subtitle without regard 
to me requirements oj cUiuses (2) and (3) oj subsection0(a) to youths 
wfo are rural residents to aflable them to operate enterprises m con- 
nkction with their particiJSltion in Clubs, Future Farmers oj 
America, and similar ormnisations and jor the purposes specified m 

section 312. I , , . . i a 

(2) A person receivingla loan under this subsection who executes a 
promissory note therefor mQll thereby incur full personal liahility for 
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(he Indebifdn^sft evidenced by Hitch note In accordance wUh /V.v term^ 
free of any dimbitity of minority. 

(3) For loans nnder this sftbtiection the Secretanj may accept the 

ijernonal liability of a conigner of the promissory note in addition to the, 
sorrower personal liability. 

Se(\ 312. (a) Loans nuiv Ix* inade under this subtitle for (U p^iviuj^ 
costs iiu-idout to roorganiziivg the fanning sNsteni for more |)rofitable 
ojieration, (2) piirehasiiijj: livestock, pouUrv, anil farm equipment, (3) 
purchasing feed, seed, fertilizer, insecticides, and farm su])plies and t(i 
meet other essential farm operating expenses including cash rent, (4) 
financing l^yid and water development, use, and conservation, (5) 
without regard to the requirements 'of section 311(a)(2) and (3) to 
individual farmers o^tijiancher^ to finance outdoor recreational enter- 
prises or to convert to recreational uses their farming or ranching 
' operations, including those heretofore financed under this^ title, (G) 
enterprises needed to s^i|)plement farm income, (7) refinancing exist- 
ing indebtedness, (8) other fann and -home needs including but not 
limited to family subsistence, and (9) for loan closing costs. 

ih) Loam may also be made under this subtitle to residents j>f rural 
^ areas, inchuling Indian tribes on Fe?leraiand State reservations and other 
federaHy recognized Indian tribal groups, without regard to the require- 
ments of clauses i2) and iS) of section 311 ia)yo operate in rural areas, 
small business enterprises to provide such residents with essential income. 

(c) I^mm may also be made to eligible applicants under (his subtitle 
for pollution abatement and control projects in rural areas. 

id) The Secretary may make grantJ^, not to exceed $25/)0()/)00 an n ually, 
to eligible applitants umler fhis subtitle for pollution abatement ami 
contral projects in rural areas. Xo such grant shall exceed oO per centum 
of the development cost of such a project. 

Se(\ 313. The Secretary shall make no loan under this subtitle (1) 
which would cause the total [)rincipal indebtedness outstanding at any 
one time for loans made under this suljtitle oiid vmder section 21 of the 
Bankhead-tlontts Farm Tenant Act, as amended, to exceed [$35,()()()J 
(2) for the purchasing or leasing of land other than for cash 
rtMit, or for carrying on any land leasing or land purchasing |)rogram, 
or (3) in excess of an amount certified by the county committee. 

♦ ♦ ♦ 4( "4 

Sec. 317. Loans meeting the requirements of this subtitle may be 
^ insured J or mcule to be sold and insured, in accordance wiih ami subject 
to sections 308 and 309 and the last sentence of section 307 of this tiile. 

.Se(\ 331. For the j)urj)oses of this title and for the administration of 
assets under the jvinsdiction of the Secretary of Agriculture pursuant 
to Uie Fannens Home AdHrffnistration Act of 1946, as amended, the 
Bankhhad-tTones Farm Tenant Act, as amended, the Act of August 28, 
-^937^/s amended, the Act of Af)ril 6, 1949, as amended, the Act of 
August 31, 1954, as amended; and the powers and duties of the 
Sefl^etary vmder any <)ther Act authorizing agricultural credit, the 
Secretary, may assign and transfer such powers, duties, and assets to 
the [Fanners Home Administration, to be lieadejl by an Adminis- 
trator, appointed by the President, by and witli the advice and 
consqnt of the Senate, without 'regard to the civil service laws or 
the C^la.ssification Act of 1949, as amended, who shall receive basic ^ 



119 

coimSensation as provided by law for that office! Fo^rm iJevel^ment 
Administration and the Rural Knternrise and Community Development 
, , Administration, each of which nhaU be headed by an Admmwtraior, 
qpj^inted by the President, by and with the adtriee.and qmsent of the 
Sen^Ue. Each »fich Administrator shall be subject to the supervision and 
direction of an Assistant Secretary of Agriculture— Rural Defriopment 
Credit who shall be additional to the Assistant Secretaries of Agriculture 
otherwise authorized by law and shall be appointed by the President, by 
and with Vie advice and consent of the Senate. 
The Secretary may— 

♦ ♦ ♦ ♦ 

(a) obtain fidelity bonds protecting the Government against. fraud and 
dishonesty of officers and ejAployees of the Farmers Home Administration 
in li£ii of faithfid performance of duties bonds under section 14, title 6, 
United States Code, and f eg ulations^ issued pursuant thereto, but otherwise 
in aceordance with the provision"^ thereof . . . • . , 

* ♦ ♦ ♦ ♦* ♦ 
Sm;. 333. Irrconnection with loans made of insured under this title, 

the Secretary shall require — 

♦ ♦ ♦ ♦ 

(1?) except for loans under sections 306, 576^, 314, ahd'321(b)(2) of 
this title, the county committee to certify in writing that the applicant 
meets the elippbility requirements for the loan, and has the character, 
indufitn-, and ability to carry out the proposed oj)erations, and Avill, in 
the opinion of the committee, honestly endeavor to carry out his under-, 
takings and obligations[; and for loans under said sections, the Secre- 
tary shall require the recommendatiqn of the coimty committee as to 
^ the making or'insuring of the loan J; 

« ♦^♦ ^ ♦ ♦ 

Sec. 343. As used in this title * * * , an</ (4) the word ''insure'' as 
used in this title includes gmrantee, which means to guarantee the pay^ 
ment of a loan originated, held, and smiced by a private financial agency 
oj other lender approved by the Secretary, and (5) the term ''contract oj 
insurance'^ includes a contrgx^t of guarantee. 

Sec. 344. No loan (other than one to a public body or .r^onprofi.t 
association (including Indian tribes on Federal and State reservattons or 
other federally recognized Indian tribal groups) for community fa^^ihties 
or one of a type authorized by sectim 306(a)(1) prior to its amendment 
by th^ Rural Peveioprnent Act of 1972) shall be made ^ the Secretary 
"either far sole as an insured loan or otherwise under section 304(b), 
^ 306(a)(1), 310A, 312(b), or 312(c) unless the Secretary shall have 
determin^^ that no other lender is willing to make such loan and ass^ime 
10 per centum of any loss sustained thereon. No contract guaranteeing 
any such loan by such other lender shall require th(^ Secretary to participate 
in more than 90 per centum of any loss sustained thereon. 

WATERSriBB PROTECTION AND FLOOD PREVENTION ACT, AS AMENDED 

Tl>at erosion,' flobdwater, and sedijnent damages in the water- 
t sheds of the rivers and streams of the United States, causing loss of 
life and da^iage to profterty, constitute a menac^e to the nationnl wel- 
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fare; and it is the sonse of Consress that the Federal Government 
should coo|)erate with States and their jiolitical subdivisions, soil or 
\vater conservation "districts, flood prevention or control districts, and 
other local public agjencies for the purpose of preventing such damages, 
[atidj of furthering the conservation^ development) utilization, and* 
disposal of water, and the consermtton and utilization of laml and 
thereby of preserving [undj, protecting, and improving the Nation's 
land and water* resources and the quality of the envirohment. 
^ Sec. 2. For the pur[)oses of this Act, the following terms shall 
mean: ' • 

The "Secretary"~the Secretary of Agriculture of the United States. 

''Works of imijroypinent"— any undertaking for — 

(1) flood prevention (including structural and land treatment 
measures) [or J, 

(2) the conservation, development, utilization, and dLs[)0»al of 
water, "or > . ^ \ 

(3) the comer vat ion and proper ntiUzation<^)j land . ^ 

in watehshed or subwatcrshed areas not exceeding two hundred^and 
fifty thousand acres and not including any.sinojle structure which pro- 
vides more than twelve thousand fiV^'^Ku/idred acre-feet of flobdwater 
.detention capacity, and Diore than twpnty-fivc thoiusand acre-feet of 
total (-apacitv: No appro[)riation shall be made for any plan involving " 
an e^stimated Federal contribution to construction costs in excess of 
$250,000, or whichjnchides any structure which |)rovides more than 
twenty-five hiiTidred acre- feet of total caf)acit'y imless such plan has 
b^n approved By resolutions adopted by the appropriate committees 
of the benat-e and House of Representatives: ProvicMj That in the 
case of any plan involving no single structure providing more than 
4,000 acre-feet of total capacity the appropriate committees shall be 
the Oommittee on A2:riculture anci Forestry of the Senate and the 
\Jommittee on Agriculture of the Hov\se of Representatives and in the 
case of any plan involving any single structure of more than 4,000, 
acre-feet of total capacity the a[)propriate committees shall be the 
Committee on Public Works of the Senate nnd the (^ommittee on Pub- 
lic Works of the House of Re[)resentatives, respectively. A number of 
such subwatersheds when they are component parts of a larger water- 
nheclinay be planned together w hen the local sponsoring organ iisations 



. Sec. 3. In order to assist local organizations in cpreparing and carry- 
ing out f)lans for works of improvement, the Secretary Ls authorized, 
upon af)plicution of loctd organizations if such application haM been 
submitted to, and not (lisii^)proved within 45 days by, the State agency 
having supervisory resfmnsibility over programs |)rovided for in this 
Act, or by the dovernor if there is no State agency hAving such 



C5) to obtain the cooperation and assistance of other Federal 
agencies in carrying out the purposes of this section[.]; 

(6) to gnter into agreements with landowner,^, operators, and 
occupiers, individually or collectively, based On consermti(m plans 




resfxmsibility?:^ 
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oj such landowners^ operators, ami occupiers which are developed 
in cooperation with and approved by the soil and water amservation 
district in which the laml described in tM^ agreement is situated^ to 
be carried i/ut on such land during -a^period of not to exceed ten 
. xjears ^providing for cJia n ges i n crop p ing ^vj^tem s a n d la n (A ut^es 
ami for (fie installation of soil ana water- conservation practices 
and measures needed to conserve ami develop J he soil ^ water, wood- 
land, wildlife, and recreation resources of lands within the area 
included in plans Jor works oJ improvement, as provided Jot In such 
plans, including watershed or subwatershed work ptetns in eonnectinn 

V with the eleven watershed impr.ovement programs authorized by section 
13 oJ the Act oJ December 22, U)U i5S iStat. S.S7) , as amended and 
supplemented. Applications f&r assistance in develojpivM such con- 
servation plans shall be meule in writing to the soil Unc^ water con- 
servation district involved, an(Lthe proposed agreement shall be ^ 
reviewed by such district, {n rmim for 8U<;h agrfcments bij land- 
(yumers, operators, ami occupiers the. Secretary shall agree to share 
the. costs of carrying out those practices and mea^^urel^ set forth in the 
agreemen t Jor wh ich he dHerm injps- tliat cost shdr i n g is a p pro pr iate 
ami in the p\ibiic interest. The portion of surh costs, including labor, 
to be shared shall bf that part which the Secretary deter mi nes''rs 
appropriate and in the puhllc interest for the carrying out of the 
practices and measures set forth in tht agreement, except that the 
Federal assistance shall not exceed the rate oJ assistance Jor'^similar 
prcbctices and measures under existing national prograins. The 
Se4:retary may terminate any agreement wi'th a landowner, operator^ 
or occupier by mutual agreement ij the Secretary determines that 
such terminatifni would be in tht public int<^st, aiuLmay agree to 
such modificcUi<ms oJ agreements, previously entend Into here under y 
as he drems desirable to carry out the purposes of this paragraph or 
to jacilitq^e the pra/tical administration of the agreements provided 
for herein. Nothwithstanding any other provision of law, the l^Pcre- 
tary, to the extent he deems it desirable to carry out the purposes of 
thi'S paragmph, may provide in any agrPe merit htreund^r f(fr (/) 
preservation for a^>erlod not to exceed the period ^covered by the 
agreement and an equal period thereafter of the cropland, 'crop 
acreage, and aliotment history , applicable to land covered by ' the 
agreement for tht purpose .of ariy redeeal prmjram under which such 
history Js used as a basis for an allotment or other Umitatiim on the 
production of any crop: or (2) ^ surrender of anij such ^fH story and 
allotments. ' . 

Sec. 4.tf The SorjMary shall require as a con (lit ion to providing 

(leral assisttuffe for the installation of works of improvement that 

-a l^orpa nidations shall — 

(1) acquire, or with respert to interests in land to be acquire<l 
by condemnation provide assurances satisfartorv to the Secretary 
that they will acq\iire, \vitho\it cost to the Federal Goveriunent 
from Juneh appropriated for the purposes of this Act, such land, 
easements, or rip:hts-of-way a9 will be neede^d in- connection with 
works of improvement niistalled with Federal assistance: Pro- 
vided, That when a local organization agrees to operate and main- 
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tain any reservoir or other area included in a plan for public 
fish drifi wildlife or recreational development, the Secretary shall 
be authorized to bear not to exceed one-half of the costs qt (a) 
^the land, easements, ofr rights-of-.way acquired or tb*be acquire^ 
by the local organization^ for such reservoir or other area, and 
(b) minimum basic facilities needesd for public health and safety, 
' access to, and use of such reservoir er other area for such purposes : 
' Ptovided further J That the Secretary shall be authorized to par- 
ticipate m recreational development in any watershed project 
only to the extent that the need therefor is demonstrated in 
accordance with standards established by him, taking into account 
the anticipjftted man-days of use. of thte projected >recreational 
developrtient and ^ving conai4eration to the availability within^ 
the region of existmg waterf'jl^^d outdoor recreational develop- 
ments: Provided furffieTf TlfijfiSlipe Secretary shall be authorized 
to participate in not more than one recreational development in' 
a ""watershed project containing less than seventy-five thousand 
acres, or two such developments in a projept containing between 
seventy-five thousand and one hundred -and fifty thousand acres, 
or three such developmc^nts in projects exceeding one hundred and . 
fifty thousand acres: Provided Jurthevy That when the Secretarj^ 
and a local organization have agreed that the immediate acquisi- 
tion by the local organization of land, easements, or rights-of- 
way is advisable Jor the pr#servation of sites for works of im- 
provement included in a plan from encroachment by residential, 
commercial, industrial, or other development, the Secret^ary shall 
be authorized to advance to the local orgapization from funds\ 
appropriated for construction of works of improvment the' 
amounts required for the acquisition of such land, easements, Or 
rights-of-way; and, except where such costs are to be borne by 
the Secretary, such' advance shall be repaid by the local organiza- 
tion, with interest, prior to construction of the work? of improve- 
ment, for credit to such construction funds: Pr ovided' further , That 
with respect to privately owned Indian lands the Secrefnrj/ is author- 
ized to pay the cost of lands ^ easements^ and rights-of-way needed 
for works of improvemfnt on ^h lands. 

(2) assume (A) sucli proportionate share, as is determined by the 
Secretary to be equi^ble in consideration of national needs and 
assistance authori2e3B|r sipiilar purposes und€^r other Federal pro- 
-ams, of the costs ^flfctalling any works of improvement, involv- 
ing Federal assistance (excluamg en^neering costs) , which is 
applicable to the agricultural phases of Uie conservation, develop- 
ment, utilization, and disposal of water or for fish and wildlife [or 
recreational development, andj development^ recreoMonal develop^ 
ment, waier quality management^ or the conservation and properl 
uflizotion of land, and (B) aW of the cost of installing any portion 
oi siirh works applicable to other purposes except that any part 
of the construction cost (including en^neering co;pts) applicable 
to flood prevention and features relating thereto shall be oome-by 
th^ Federal "Government and paid for by the Secretary out' of 
funds.appropriated for the purposes ofthi^ act -.Provided^ Tliat, in 
addition to and without limitation on the authority of the Secre- 
tary to mak« loans or advancements under section 8, the Secretary 
may p^ay for any storage of watei* for present or anticipated future 
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demands pr needs for municipal or industrial water included u\ 
any reservoir structure constnicted or modified under the P^y^'^' 
sions of this Act [not toj as hereinafter provided: Provuled 
further. That the 'coat of water storage to meet future d^inanda 
may not exceed 30 per centum of the total estimated cost ot such 
' reservoir structure [wherej and the local orgjfnization Jfeivesl 
Hhall give reasonable assurances, and theiv is evidence, that such 
demands for the use of such storage will be made within a period 
of time which will permit repaymeiU [of the cost of such water 
supply storage! within the life of tlfe reservoir structure of the 
cost of swh storage: Provided further. That the tlocal organiza- 
' tion shall agree prior to initiation of construction or modification! 
of any reservoir structure including such water gMPR'y storage to 
repaj fhe.cost of such water supply storage for anticipated future 
demands : And provided further. That the entire amount of the 
cost paid by the Secretary for such water supply storage] Secre- 
taty shall (leteimine prior to initiation of oonsti^tion orvwdifira- 
tion of any resen^air structure iru^hiding such water supply stor-' 
age that there are adequate assurances by the local organization or 
by an agency of the ^tate hiwing^ authority to give swft assur- 
am'es, that the Secretary will he reimbursed the cost of A^tef 
supply St org e for anticipated future demands, 'and- will pay for 
not less than 50 per centum of the cost of storage for present water 
supply demands: And provided further. Thai the cost to he hom^ 
hy the local organizatioTt for anticipated future demands [shall J 
7nay be repaid within tlie life of the reservoir structure but in no 
event to exceed fifty years after the reservoir structure is first used . 
for the storage of water for anticipated futur^ water supply 
|j)urposesJ demands^ except that (1) no [repayment^ reimbv/rse- 
ment of the cost of-such water supply storage fpr anticipated fu- 
ture demands need be made until such supply is first used, and 
(2) no interest shall be charged on the co9t of such water supply 
storage iov anticipated future demands lentil such supply is first 
used^but rn no case shall the interest-free period exceed ten years. 
The interest rate used for purpose of computing the Inl-Ji^st on 
' the unpaid balance shall be determine^ in accordance with the 

provisions of section 8. 
Sec. 5. * * * . 

(4) Any plan for works of improvement involving an estimated 
Federal contribution to constniction costs in excess of $250,000 or 
inclucUng* any structure having a total capacity in excess of 
twenty-five hundred acre-feet.(a) ^yhich includes works of improve- 
ment for reclaimtion. or irrigation [works], or which aflfects 
public or other lands or wildlife under the jurisdiction, of the 
Secretary of the Interior, Kb) which includes. Federal assistance 
for -flood water* detention structures, (c) which includes features 
which may affect the public health, or (d) which includes meOrSures 
for control or abatement of water poUuXion, shall be submitted to 
theHSecretary of the Interior [or],' the Secretary of the Army, 
the Secretary of Healthy Iklucationy and Welfare, or the Adminis- 
trator of the Environmental Protection Agency, respectively, for 
his views and recommendations, at least thirty days pnor to 
transmission <Jf the plan to the Congress' through the President. 
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The views and rei'oniniendations of the Secretary of the Intefiof, 
[|and] the Seccfl^lary of the Army, the Secretary of Healthy Educa- 
tioUy and Welfare j and the Administrator of the .Environmental 
P^Qtection Agency, 'il received by the Secretary prior to the 
expiration of the, above thirty-day period, shall accompany the. 
,plaii transmitte<] by the Secretary to the Congress through the 
. ^rre:4denf. " ; . * 

Trn.E III OP THE BANKHEAD-JONES FARM 
TENANT ACT 

Sec. 32. To effectuate* the program' provided for in section SI; the 
Secretary is authorized— 

(e) To cooperatcS^pth Federal, State, territorial, and other public 
agencies and local nonrf)r6fit organizations in developing plans for a 
program of land conservation and land utilization, to assist in carry- 
ing out guch plans by means of loans to State and local public agen- 
cies and local nonprofit organizations designated by the State legis- 
lature or the Governor, to conduct surveys and investigations relating 
to conditions and factors affecting, and the methods of accomplishing 
most effectively the purposes of this title, and to disseminate infor- 
mation concerning th^^ctivities. Loans to State and local public 
agencies and to local nonprofit organizations shall be ftjade only if 
such plans hqive been submitted to, and not disapproved within 45 days 
by, the State agency having supervisory responsiBility over such plans, 
or by the Governor if there is no such State* agency. No appropriation 
shall be made for any single loan under this subsection in excess of 
S250,000 unless^ such loan has been approved by resolutions adopted by 
the Committee on Agriculture and Forestry of the Senate and the Com- 
mittee on Agriculture of the House of Representatives. Loans under 
this subsection shall be made under contracts which will provide, un- 
der such terms and conditions as the Secretary deems ^appropriate, for 
the repaynjent thereof in not more than 30 years, with interest at^the' 
average rate, as determined by the Secretary of the Treasury, pay- 
able by the Treasury on its marketable public obligations outstanding " 
at the beginning of the fiscal year in which the loan is made, which are 
neither due nor callable for redemption for 15 years from date of issue. 
Repayment of principal and interest on ftuch loans shall begin within 
5 years. 

^The Secretary shall also be Uuihorized , in prpniding assistance for 
carrying out plans developed under this title: 

(/) To provide technical and other assistance, and to pay for any 
storage of water for present or anticipated^ fnture demands or needs for 
. rural comfnnnrfy water supply "included in any reservoir stnictvre con- 
structed or modified pursuant to such^plans: Provided^ That the cost of 
water storage to meet future demands may not exceed 30 per centum of the 
total estimated cost of such /eservoir structure arul the public agency or 
local nonprofit organization shall give reasonable assurances^ and there 
is evidence] thai such demands for the 'use of such storage will be made 
within a period of time which will permit repayment of the cost of such 
water supply storage within the life of t^e reser*voir structure: Provided 
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^further, That the public agency or local nonprofit organkation prior to 
initiation or construction or modification oj any reservoir structure 
< including water supply storage^ making prolusion satisfactory to the 
Secretary to pay Jor not less than 50 per centum oJ the cost oj storage jor 
present water supply demands, and all oj the cost oj storage jor anti- 
cipated juture demands: And provided jurther, That the cost to he borne 
by the public aqency or local nonprofit organization jor anticipated juture 
demands may be revaid within the lije oj the reservoir structure b^t in 
no event to exceed jijty years ajter^the reservoir structure is first used jor 
the storage oj wate^jor anticipated Juture water supvly demands except 
that (1) no payment on account of such cost need he made until such 
supply is first used, and {2) no interest shall be charged on such cost 
until such supply is first used, but in no case shall the interest-jree 
period exceed ten years. The interest rate used jor purposes oj computing 
the intehst on the unpaid balance shall be the average ratey as determined - 
by the Secretary oj the Treasury, payable by the Treasury upon its 
marketable pubiic obligations outstanding at the beginning oj the jiscal 
year in which the advancement jor such water supply is first made, 
which are neither due nor callable jor redemption jor fijteen years jrom 
date oj issue; ' \ ;^ , 

{2) To provide, jor the benefit oj rural communities, technwai .and 
other assistance and such proportionate share oj the costs oj installing 
measures and jacili ties jor water quality management, jor the control and 
abatement oj agriculture-related pollution, jor ' the disposal oj solid 
. wastes, and jor the storage oj waten in reservoirs, farm ponds, or other 
impoundments^ together with necessary water withdrawal appurtenances 
'{or rural fire protection, as is determined by the Secretary to be equitable in 
consideration oj national needs and assistance authorized jor similar 
purposes under other Federal programs. ' 

Section 20 of the Revised Statutes (7 U.S.C. 2201) 

Sec. 520. There shall Be at the seat of government a Department of 
Agriculture, the general design and duties of which shall be to acquire-^ 
and to diffuse ampng the people of the United States useful information 
on subjects connected with agriculture and rural development, in the 
most general and comprehensive sense of [that word] those terms, and 
to procure, propagate, and distribute among the people new^ and 
valuable^seeds and plants. * 

Section 526 of the Revised Statutes (7 U.S.C. 2204) 

Sec 526. (a) The Secretary of Agru^tiHure shall procure and preserve 
all information concerning agricultuxeNand rural development which 
he can obtain by means of dooks and corre^ondence, and by practical 
and .scientific experiments, accurate recorcls of w^hich experiments 
shall be kept in his office, by the collection of statistics, and by any 
other appropriate means within his power; he s^ifaUoollect new and 
valuable seeds and plants; shall test, by cultivatiolrrtne value of such 
of them as may require such tests; shall propagate such as may be 
worthy of propagation; and shall distribute tnem among agricul- 
^ turists; and he shall advise the President y other merrjbers oj his Cabinety 
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and the Congress on policies and programs desujned to improve the quality 
0/ lije Jar people living in the rural and nonmetropolitan regions oj the 
plaiion. 5 

(6) The Secretary of Agriculture is authorized and directed to provide 
leadership and coordination within the executive branch and shaJI assume 
responsibility for coordinating a nationwide rural development program 
jiiilizing the services of executive branch departments and agencies and 
the agencies y bureaus, offices, and services of the Department of A^ri4:ulture 
in coordination with rural development proarams of State and local 
governments. In carrying out this responsibility the Secretary iff Agri- 
culture shalh estohlish employment, income ^ population , housing, and 
quality of community servwes and Ja^ilities goals for rural development 
and report annually prior to September 1 to Congress on progress in 
attaining such goals. The Secretary is authorized to initiate or expand 
research and development efforts related to solution of problems of rural 
water supply, rural sewage and solid waste management y rural housing ^ 
and rural industrialization* 

The Soil Conservation and Domestic Allotment Act 
# , ♦ ♦ ♦ * 4< 

AGRICULTURAL CONSERVATipN POLICY AND ENUMERATION OF 

' I'URPOSES 
♦ 

Sec. 7. , (a) It is hereby declared to be the policy of this Act also 
to secure, and the pyrposes of this Act shall also include, (1) preserva- 
tionand improvement of soil fertility; (2) promotion of the economic 
use and conservation of land; (3) diminution of exploitation and 
wasteful and unscientific use of national soil resources; (4) the protec- 
tion of rivers and harbors against the results of soil erosion in aid of 
maintaining the navigability of water and water courses and in aid of 
flood control; [and] (5) reesti^blishment, at as rapid a rate as the 
Secretary of Agriculture determines to be practicable and in the general 
public interest, of the ratio between the purchasing power V the net 
mcome per person on farms and that of the income per person notion 
fami» that prevailed during the five-year period Aiigust 1909-July 
1914, inclusive, as determined from statistics available in the United 
States Department of Agriculture, and the maintenance of such ratio; 
and (6) prevention and abatement oj a^gricullure-relaled pollution. The 

Eowers conferred under sections 7 to 14, inclusive, of this Act shall 
e used to assist voluntary action calculated to effectuate the purposes 
- specified in this section. Such powers shall not be used to discourage 
the production of supplies of roods and fibers sufficient to maintam 
normal domestic human consumption as determined by the Secretary 
from the records of domestic human consumption in the years 1920 to 
1929, inclusive, taking into consideration increased population, 
quantities of any commodity that were forced into domestic consump- 
tion by decline in exports during such period, current trends in 
domestic consumption and exports of particular commodities, and the 
quantities of substitutes available for domestic consumption within 
any general class of food commodities. In carrying oiit tljie purposes 
of this section due regard shall be given to the maintenance of a 
continuous and stable supply of agricultural commodities adequate to 
meet consumer demand at prices fair to both producers and consumers. 
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AUTUOIUTY OP THE SBCnETABY TO UAKB PAVMEN,TS OR ORANTB OF 
AID DIBECTLY TO FARMERS 

Sec. 8. (a) Repealed, 

(b) fhe vSecretary ghall have power to carry out the purponos speci- 
fied in clamie^^ (1), (2), (3), (4), [andj (5), and (6) of section 7(a) by 
malaogiwiyrnentH or grant*^ of other aid to agricultural producers, 
includmg^^»enantt§ ana sharecroppers, in amounts determined by 
the Secretary to be fair fund resu^onable in connection with the 
effectuation of ^uch purposes during^ the year with respect to 
which such payments or grants are made, and measured by (1) 
their treatment or ut^e of their lantL or^ a part thereof, for ^oil 
o restoration soil conservation, ^orl the^reventioR>.of ero:^ion, or. the 
prevention or abatement oj agrimiture-reUUed poUu^xm; (2) changes 
m the use bf their land; (3) their eqlTitable b-ftare, determined by 
the Secretary, of the normal national production or arU' commodit^r 
or commodities required for donjestic consumption- [orj (4) their 
equitable shore, as determined by the Secretary, of the national pro- 
duction of twiy commodity ojr commodities required for domestic 
consumption and exports adjusted to reflect the extent to which their 
utilization of cropland on the farm conforms to farming practices 
which the vSecretar>^ determines will best effectuate the purposes 
specified in section 7(aJ;.or (5) any.combination of the above. Clauses 
(1) and (2) above shall be construed to cover water conservation and 
the beneficial use of water on individual farms, including measures 
to prevent runoff, the building bf check dams and ponds, ana providing 
facilities for applying water to the U^nd. In determining the amount 
of any payment or grant aneasured b^Q) or (2) the Secretarv shalU 
take mto consideration the productivity of the land affected by the 
fanning practices adbpted during the year with respect to which 
such payment is made. In carrying out the provisions of this sec- 
tion in the States of the Union, except Alaska, the Secretary is directed 
to utilize the services of local and State committees- selected as here- 
inafter provided. The Secretary shall designate local administrative 
areas as units for administration of programs under this section. No 
suchJocal area shall include mpre than one county or parts.of different 
counties. Farmers within any such local administrative area, and par- 
ticipating or cooperating In programs administered within such Urea, 
shall elect annually from among their number a local committee of 
not mqre than three members for such area. The membere of the 
local committees shall, in a county convention, nominate and elect 
a county committee which shall consist of three members who are 
farmers in the county. At the first cdunty convention held on or after 
the effective date of this senj^ence, one member of the county committee 
shall be elected for one vear ; one member shall be elected for two years ; 
and one^ membar shall be elected for three years. Thereafter, each 
member of- a county committee shall be elected for a terra of three 
years. No member of the county committee shall be elected for 
more than three consecutive terms (exclusive ' of aiw term which 
began trior ^o the effective date of this sentence). The local com- 
mittee Xhall select a Secretary ofiA may utilize the^^ounty a^cul- 
tural extlapsion agent fpr such purpose^ The county committee shall 
, select a secretary who may be the county agricultural extension 
agent. If such county ^ricultural extension agent shall not have 
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been olortvd mM Pf'tarv of h^cU r()iiiniVtte(C^ tihtill bo ex officio a 
niernbor of the county roininitlee. Tlu» roimty usrricultural exUMmioii 
a^eiit hUiM not have the power tQ vote In any county in^swhieh there 
in onlv one loral eoininittee the local conunit tee hluill a(«o be the county 
cominittoo. In each State there shall be it- State committee for the 
State corii|M>He(l of not hss than three or moreTFfan five farmers who 
tire leiral renulent^i of the State and who are appointed by the Secre- 
tary. The State director of the Af^ricultural Kxtenyion Service «hall be 
ox officio a member of such State conunitteo. The ex officio memberH 
of the county and State <'oinmittees shall be in addition to the num- 
ber of ineinberH of Huch committee, horeiid)eforo npocifiod. The 
Secretary ^hall iilake such refjuliitionn as are necessary relatiiif? to 
the ?3elwtion and exercise of the functions of tht^renpective com- 
mittees, and to (he administration, throuf^h hucIi conunit t<»e^, of nuch 
projcrarnH. In (•arr\'i.nK out the provimons of thin section, the SecrQ- 
tary «hall, its far m i)racticable, protect the interests of tenantn and 
shurecrooperfi; is authorized to utilize the^^fjricultural extension ser- 
vice aiuf other approved af^encies; shall m cni/ such recofjnition and 
encouraji^ement to producer-owruMi and prod ucer-<on trolled coopera- 
tive aHHociations as will "be in harmony with the policy toward 
coo|)erative jissociations set forth in exist inf? Acts of (\)np:ress and jis 
will tend to promote efTicient inethods of nuirketinf; and distribution; 
t»hall not have power U) actjurre any land or any rifjhl of interest 
therein; shall, 'n\ every pracli<'able manner, protect the interests of 
small producers; and shall in every uractical way encouraf^e Mind 
provide for soil-c.onservir»fr "^d soil-rebuilding prjiclices rather 
than the ^rowinjj of soil-deple\infr crops. Rules tuy\ refTidations 
fr6verning f^i^OIMits or grants under this subsection shall be as 
simple and direct <Las possible, and, wherever practicable, they sliatT 
be classified on two Ihws: (a) Soil-deplelin^? crops and practices, 
(b) 9oil-buil(lirifj crops and practices. 

Not withstan(lin[5 any other provision of law, in making available* 
conservation materials consisting of seeds, .seed inoculants, fertilizers, 
liminpf and other .soil-c'onditiotung materials, trees, or plants, or in 
makinpj available soil-conserving or soil-building services or pollution 
prei'ention or abatement aids^ to agricultural producers under thn 
subsection, the Secretary may make payments in advance of deter- 
mination of performance by the producers, to persons who fill purchase 
orders covering approved conservation itiaterials or covering .soil- 
conserving or soil-building services or pollut'mn prevention or abatement 
awiv, furnished to producers, or who render services to the Secretary 
in delivering to producers approved conservation material', for the 
the carrying out, by the promicers, of .soil-building or .soil-conserving 
practices or pollution prevention or abatement practices approved by the 
Secretary. The price at which purcha.se orders for any conservation 
materials or services. are filled may be limited to a fair price fixed in 
accordance with regulations prescribed by the Secretary. 

Appropriations are hereby authorized for the purchase in advance 
of the program year for which the appropriation Ls made of seeds, 
fertilizers, lime, trees, or any other tarmmg materials or any soiU 
terracing services, and making grants thereof to agricultural prodncers 
to. aid them in carrying out farming practices approved by the Secre- 
tary in programs under this Act; for the reimbursement of any F€(ieral, 
State, or local government agency for fertilizers, seeds, lime, trees, or 
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other fanning inaterialfi, or any Hoil-terracing wervicen, ftif%ished by 
such agency; and for the payment of all expenses necessary in nmking 
such prrants, including all or part of the costs incident to the delivery 
thereof. . 1 o 

In carrying ant the purposea of mbHeciUm (a) of section 7, the Secre- 
tary may enter into agreernentti with agricultural prodvcerti Jor -periods 
not to exceed ten yearn, cm &uch termH and conditions oq the Secretary 
deems de&irable, creating obligations in ailvance oj appropriations not. 
to exceed such ammnto may be specified in annual appropriation Acts, 
Such agreements (?) shall be based on conservation plans approved by the' 
$oil and water conservatiim district or districts in which the lands described 
in the agreements are situated, and (ii) may be modified or terminated by 
mutual ccyrwent if the Secretary determines such' action would be in the 
public interest. The Secretary also may terminate agreements if he deter- 
mines truch action to be in the natimal interest and provides public notice 
in ample time to give producers a reasonable ovportunity to make arrange- 
^ %enis for appropriate changes in the use oj their land^ 

• • • • • • 

CONDITIONS AFFECTING PAYMENTS OR GlU\fST8 OF AID 

Any payment or grant of aid made uvmer subsection (b) 
shaiVbe conditioned upon the utilization of the land, with respect 
to which such payment is made, in conformity with farming prac- 
tic<»s \vhich the Secretary finds tend to effectuate any one or more 
of they^»n>os«s specified in clause (1), (2), (3), (4), [or] (6), or (6) 
of sectmn 7(a). 

Any \payment made Hoder subsection (b) with respect to any 
farm (l^^cept for lands which the Secretary determines should not 
be utilize for the harvesting of crops but should be permanently 
used for (p-azing purposes only) shall, if the number of cows kept 
on such fapn, aria in the county in which such farm is located, for 
the production of milk or products thereof (for market), exceeds 
the normal number of such cows, be further conditioned upon the 
utilization of the land, with respect to which such payment is made, 
*sb that soil-building and soil-conserving crops planted or i)roduced on 
an acreage equal to the land normally used for the production of soil- 
depleting crops, but, as a condition of such pavment, not permitted to 
be so used, shall be used for the i)un)ose of building and conserving 
the fertility of the soil, or for the production of agricultural commodi- 
ties to be consumed on the farm, and not for market. Whenever it is 
determined that a county, as a whole, is in substantial complmnce 
with the provisions of this paragraph, no payment shall he denied any 
individual farmer in the county by reason of this paragraph; and no 
payment shall be denied a farmer by reason of this paragraph unless it 
has been determined that the farmer has not substantially complied 
with the provisions of this paragraph. Whenever the Secretary finds 
that by reason of drought, flood, or other di.saster, a shortage of feed 
exists in *ny area, he shall so declare, and to the extent and for the 
period he finds necessarv to relieve such shortage, the operation of the 
condition provided in this paraeranh shall he suspended in such area 
and, if necessary to relieve such shortage, in other areas defined by 
him'.* As used in this paragraph, the term '^for market" means for 



7.V737— 72 0 



130 

disposition by sale,, barter, 'b^fj^^sccfciinge, or by feeding (in anv form) 
to dairy livestock which, or tlie products of which, are to be sold, 
bartered or exchanged; and such term shall not include consumption 
on the fotm, Abt agricultural commodity shall be deemed consumed on 
the faijn if consumed by th^^larmer's family, employees, or household, 
or if fed ih ^oWtry or livestock other than dairy livestock on his farm; 
or if fed ta dairy livestock on his farm and sUch dairy livestock, or the 

Products thereof, are to be consumed by his famdy, employees, or 
ousehold. Whenever the Secretary has reason to believe ithe income 
of producer$ of livestock (other than dairy cattle) or potiltry in any 
(^rea from sUch sources is being adversely affected by iji creases in the 
supply for n^arket of such livestock or poultry, as the case may be, 
ansmg as a tesult of programs carried out under this Act, he shall 
make an inv^tigation with respect to the existence of such facts. If, 
upon iuvestigAtion, the Secretary fiijds that the income of producers of 
such livestocks or poultry, as the case may be, in any area fronl>any 
such source is peing adversely affected hy such increases, he shall, as 
8o<m as practicable, make such provision in the administration of this 
Act with respect to the use of diverted acres aij he may find necessary 
to protect the interests of producers of such livest<sck or potiltry in the 
(Effected area. \ 

DIVISION OF PAY5^ENT8 AMONG LANDLORDS, TENANTS, ANIX 8HARE- 
\ CROPPERS 

(e) -Payments made by the Secretary to farmers under subsection 
(b) shall be divided .among the landlords, tenants, and sharecroppers 
of any farm, with respect to which such payments are made, in the 
same proportion that such landlords, tenants,* and sharecroppers are 
entitled to share in tpe proceeds of the agricultural commodity with 
respect to which sifch jpayments are made, or, eflFective with respect to 
the 19^2 and subsequc^nt farm programs, iff the event of acquisition 
of title to, or lease of, oMy farm for use in connection^wiih the national 
war effort which causeft the producers on such farms to lose, prior to 
the time of harvest, th^ir interests in the crops planted thereon, or 
the proceeds thereof, pigments with respect to such crops, to the 
extent that full compensation for the loss of payments with respect 
thereto in connection witi;i such acquisition or lease was not made to 
such producers, shall be divided among the landlords, tenants, and 
sharecroppers on such farm in the proportion which it' is determined 
that such producers would have been entitled to share in the proceeds 
of such crops but for such acquisition or lease: Provideilf That pay- 
ments based on soil-building or soil -conserving practices or aaricnUvre- 
related j^ollution prevention 0r ahatement practices shall be divided in 
proportion to the extent which such landlords, tenants, and share- 
croppers contribute to the C£irr>'ing out of such practices. Such pay- 
ments shall be paid ^ the Secretary direcsWy'to the landlords, tenants 
or sharecroppers entitled thereto, and shall be computed at rates which 
will permit the Secretary to fiet aside out of the funds available for 
the making of such paymentji^l foi each vear an amount sufficient to 
permit the increases herein spi^cified to be made within the limits of 
the funds so available. If with ^espect to any farm the total payment 
to any person for any j^ear woifld be: 
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6) Not more than $20, the payment shall be increased by 
40 per centum; . 

(2) More than S20 but not more than $40, the payment shall 
be increased by $8, plus 20 per centum of the excess over $20: 

(3) More than $40 but not more than $60, the payment shall 
be increased by S12, plus 10 per centum of the excess over $40; 

(4) More than $60 but not more than $186, the pa3rment shall 
be increased' by $14; or ,. i 

. (|i More than 8186 but. less than $200, the payment shall be 
increased to $200. 
In the case of pajinenta of more than $1, the amount of the payment 
which shall be *ea to calculate the 40-, 20-, and 10-percentum in- 
creases, under dluses (1), (2), and (3) shall not include that part, if 
any, of the paynfcnt which i© a fraction of a dollar. 

Beginninf^)^^ the calendar year 1939, no total paymfint for any 

Jeor to>iiyp^on under such subsection (b) shall exceed $10,000. 
n the case of payments made to any individual, partnership, or 
estate on account of performance on farms in different States,' Terri- 
tories, or possessions, the $10,000 limitation shall apply to the total 
of the pajrments for each State, Territory, or possession, for a year 
and not to the total of all such payments. 

Persons who carry out farming operations qb tenants or share- 
croppers on cropland owne^by the United States Government and 
who comply with the tifhns and conditions of the' conservation 
program, formulated pureuant to sections 7 to 17, inclusive, of this 
Act, as amended, shall "be entitled to apply for and receive pay- 
ments, or to retain payments heretofore made, for their participa- 
tion in said program to the same extent as other nroducers. Per- 
sons who carry out conservation practices on federally owned non- 
cropland which directly conserve or benefit nearby or adjoining 
privately owned lands of such persons and who maintain and use 
such Federal land under agreement with the Federal agency haying 
jurisdiction thereof and who comply with the terms and conditions 
of the agricultural conservation program formulated pursuant to 
sections 7 to 17 of this Act, as amended, shall be entitled to apply 
for and receive payments under such program to the same extent as 
other producers. 

« ♦ ♦ ♦ ♦ ♦ ♦ 

APPROPRIATIONS, AUTHORIZATIONS AND ALLOCATIONS OF FUNDS 

Sec. 15. To enable the Secretary of Agriculture to csLrry out 
the purposes oP'sections 7 and 8 there is^ hereby authorized t6 be 
appropriated for any fiscal year not exceeding $500,000,000. 

The funds available for payments (after allowing for estimated 
administrative expenses, and not to exceed 5 per centum for pay- 
ments with respect to range lands, noncrop pasture lands, and naval 
stores) shall be allocated among the commodities produced . with 
respect to which payments or grants are to be computed. In allocating 
funds among the commodities the Secretary shall take into consider^ 
tion and give eqyal weight to (1) the average acreajfe planted to the 
various commodities (including rotation pasture), f* the- ten years 
• 1928 to ^Q37, adjusted for abnormal weather and olber conditions, 
including^creage diverted from production under tIK agricultural 
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adjustment and soil conservation proerams; (2) the value at poritv 
pnces of the production from tjie aUotted acreages of the various 
commodities for the year with respect to which the pavm^nt is made; 
(3) the average acreage planted to the various commoaities daring the 
ten years 1928 to 1937, including the acreage diverted from production 
under the agricultural adjustment and soil conservation programs, 
in excess of thQ allotted acreace for the year with respect to which 
the payment is made; and (4) the value biased on average prices 
for the preceding, ten years of the production of the excess acreage 
determined under item (3). The rate of payment used m making 
pa}rment9 to the producers of each commodity shall be such that 
the estimated nayipQnta with respect to such commodity shall equal 
the amount of funds allocated to such commodity as^ herein pro^ 
vided. For the purp6s.e of allocating funds and cgmputing pasmients 
or grants the Secretary is authorized to consider as a commodity a 
group of commodities or a regional or market classification o? a 
conmiodity. For the purpose of computing pajrments or grants, the 
Secretary is authorized to use funds allocated to two or more com- 
modities produced on farms of a designated regional or other -classifica- 
tion to compute payments with respect to one of such commodities 
on such farms, and to use funds, m an amount edual to the estimated 
payments which would be made in any county ^ for makkig payments 
pursuant to a special program under section 8 approved by the Secre- 
tary for such county: Provided^ That farm acreage allotments shall 
be made for wheat m 1938, but m determining compliance wheat shall 
be considered in the group with other corps tor which -special acreage 
allotments are not made. Notwithstanding the fofegomg provisions 
of this section and the provisions of section 7(g), programs of soil 
building practices [andj, soil- and water-conserving practices, and 
agriculture-rdaUd pollution prevention and abatement practices shall be 
based on a distribution of the funds available for payments and grants 
among the several States in accordance with their conservation 
needs, as determined by the Secretary, except that the proportion 
allocated to any State shall not be reduced by more than 16 per 
centum from the distribution of such funds for the next precedmg 
program year. In carrying ont such programs, the Secretary shall 

Sve particular consideration to conservation problems on farm 
nds diverted from crops under acreage allotment programs and 
to the maintenance of a proper balance between soil conserving 4ind 
soil depleting crops on the form. * 



INDIVIDUAL VIEWS OF MR. YOUNG 



While I have at leo^^t one serious objection to thb Bill, I voted to 
report it to the Senate where 'there will be an opporttinity to moke 
some necessary changes. Abo if approved by the Senate, and I hope 
it will be, the Senate-House Conlerence Committee too will have 
considerable latitude in writing a new law that will serve this long 
needed purpose. 

this legialaMon will go a long way toward providing unproved em- 
ployment opportunities, better community facilities and broadened 
programs for credit to finance economic development in our rural 
areas. The rural development credit and gra«t program provisions of 
this Bill, together with similar provisions in H. R. 12931, as pass^ 
by the House of Representatives, can be developed to provide the 
basis for resolving these problems. 

I am opposed to the $600 million doljar rural revenue-sharing por- 
tion of this Bill for several reasons. It is tied closely with the pro- 
posed general revenue sharing with the States. To support the revenue 
sharing provisions in this Bill, would obligate me to vote for the multi- 
billion dollar proposed revenue sharin|5 legblation now pending. The 
sharing of Federal revenue with the States might be desirable if the 
Federal Government was not, year after year, including the presei^t 
fiscal year, faced with large deficits and a huge over-all national debt 
in excess of $490 billion dollars. Finally, the rural revenue sharing 
proposal could have the effect of drawing off needed funds from other 
long establbhcd and necessary jjrograms that are^now serving rural 
America in an effective and efficient manner. 

Milton R. Young, 
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ADDITIONAL VIKWS OF MKSSUS. MILI.KR AND DOLK 



Thn bill which acrompanie^ thin report is undoubtedly the most coni- 
prelieiii^ive rural de)^»lopHient legislation ever pre^ent<»d to the United 
fttate3 Senat>e. Becaune of our ronimitnient to rural development, we 
voted to report this bill, although not anprovinf^ of vera 1 provisions, 
in order that the Senat^i and, ulti'riiatcly, tlie (^.onfei^nr4» Committee, 
might work iti^wilL 

-We are piarticularly conr<»nied with the almost total over-lapping of 
authorities contained in Titles) I and II of the bilL 
'^Title I woiild rreat^ an entirely new nira^evelopment banking 
0;ystem, modeled aft^r the F'arm Credit System. Ho^vever, while the 
Farm Credit Sy^t^m was designed to deliver relatively small loans to 
a relatively large number of borrowers in a fairly homogeneous farm- 
ing industry, the rural development banking system would likely make 
a small number of relatively larger loans to borrowers in a wide variety 
of non^fanning. commercial industries and for community facilities. 
(See USDA Renort- page i>4). 

The new credit syj^tem wotild be composed of a complicated new 
bu^aucracy for loan-making ^purpo^^ea Tliis approach has several 
built-in disadvantage^j including: requiring a long time to establish 
an effectively operating organization; bemg expensive to Viperate, 
thereby using up funds that cotild be more pnifitably used for niral 
development; creating new national, regional^ and some new local 
lending agencies with little or no lending experience; and being likely 
to make a larger than nomml number of mistakes during its early 
yearn wliich niiglit harm the entire rural development effort. 

An even more serious net of difficulties arises with the subsidy pro- 
visions of the rural develonment banking system. This would allow in- 
terest subsidies t^) private businesKes wliuli ol)tnin loans fr<)m tlio sys- 
tem and are unable to renay nf the market rate of intere^st. In tlie case 
of comrnunity facilities, loans could be augiriented by grants. 

Tlie interest subsidy would be available only to firms locating in 
an»as which have had a net loss of [)0puhitipn.' This would havethe 
effect of enroviraging only marginal firms to locate in tliose areas, be- 
chnse only those firms which are imable to pay full interest on tlieir 
loans would be entitled to subsidies. 

This "selection of tlie .weake.sf' process could weaken, rather than 
strengthen, the rural economy. 

Although the niral develonment banking system is billed as a "hard 
credit" bank, the interest subsidies and grants add to its duplication 
of other programs authorized in the bilL In addition, there would be 
created an insurance fund through which the Secretary of Agricflikure 
may guarantee loaM made by the credit system. This creates addi« 
tional duplication of Farmers Home Administration programs. 

In our view, amendments to the Consolidated Farmers Home Act 
of 1961 which are provided in Title II of the bill, in conjunction with 
revenue shamg in Title III, offer a much preferred, broad-based ap- 
proach to the credit needs of rural America. 
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Title II authorizes a Avide ranj^e of credit services for business, com- 
mercial, and industrial nurpones, and for comtiiuiiity 'facilitiei^ and 
services. This would be a loan ^ruanmteo nyntem utilizing the t^^Hted and 
proven fiimncinfjc ruechiuusm of the FarinerH Home Administration. 

The Karmen^ Home ameiidinent^ in Title TI authorizQ loan piar- 
antee8 for ah^ typo of projei t "that contributeH to the'obiective of a 
balanced national t^rowth policy . . . the eiihalicement of firiy rural 
connnunity or ruralan^a m a place to live and make a livinf? . . . tliat 
provides increased employment or income for or directly benefit rural 
renidentH 

Fn addition to the broad frvvLui of authority contained in the fore- 
^(/nifj ^itatefnent, the bill alw) enumerates twelve specific, yet broad- 
baf4ea, types s>f projecti^ which may l>e financed throuf^h FHA .loan 
f^uarantei^fi. Amonf^ tlie specific typeii of elif^ible nrojex^ts enumerated 
are : numpower development and trainiiYf^, estajDlinnment and improve- 
ment of public educational facilities ana educ^itional methods ; estab- 
lishment and imnrovement of land, water and air transportation sys- 
tenm; and MabliKhment and imf)rovement of health and nutrition 
f aci I i t i CM an d Ke rv ice^* 

This title authorizes KHA to guarantee up to 90 percent of loans 
for businejG or commercial, purposes and up to 100 percent of loans 
for community facilitie,^. We a^rree with the elimination of Reveral 
propo^ced ffraiit authorities in Title II because of tlie authorization for 
a $fSno million annual approi)rialion for rural revenue sharing provided* 
in Title III. . . 

We hold Home reservations with regard to the $75 million m polhi- 
tioii abatciiHMJt and control frraiits provided in Title II. This authority 
establinhes a precedent which, in effect, would allow subsidization of a 
^rrcat number of polhitei*s iriclndinfr, ''public, jjrivate, or cooperative 
or^ranizations orf^anized for profit or nonprofit or individuals''. In 
addition, there would be duplication and ovcrla[) with the Rural En- 
viroiunental Aasistaiice Program whose authority is exi)anded to cost- 
sharing for '•prevention and abatement of agriculture related |)ollu- 
ticm" in Title VIII of the bill. 

We regard the reorganization of Farmers Houie Administratioh 
pro[)ose(l in Title H to be an awkward ap[)roach if the V).m) plus field 
statr of the Agency is to be u.sed most eflicieiitly. It is inipo.ssiblc for us 
to determine how this efficiencv could be iiuiintained with the cn»ation 
of two ngencies^a Farm I)eveIoi)ment Administration and Rural En- 
terprise and (\)iiuiiunity Development Admiqistration, being guidedv 
by se[)anite Administmtors and using the same field staff. 

It seems to us that creation of Farm I)eveloi)menti Community 
Facility Development, find Business Develol)ment divisions oi)erated 
under a single Administrator wouhl be the most efficient method of 
a(hninistering the new authorities given to Farmei-s Home Adminis- 
tration under this bill. 

Jack Millf.k. 
Bob Doli:. 



■ INDIVIDUAL VIEWS OF MR. CURTIS 

•i colleagues, Senators Miller and Dole, with regard 

- uJ^ii % development banking sygtem proposed 

mthis bill. I w^ to further express my opposition to Title III (Rural 
JJevelppment ^Re^^ Sharing) which proposes $500 million new 
:8pendiM which has not been budgeted. 

The Federal Government is in no position- to share anything but a 
^Jiortion of the estimated $39 billion deficit for fiscal ia72, 
' • If revenue sharing is to be included in this measure it should be the 
Kural DevelopmeRt Rev#ue Sharing proposal offered by President 
mxon. That proposal woWd have authorized -transfer of funds now 
Wmg spent on eleven categorical grant programs to the Sbites. Each 
mdividqal State, would then have had the option as- to whether or not 
a portion or all of the eleven categorical prograifts would have been 
continued- » 

The President's Rural Development Revenue Sharing program ^vas 
proposed as a reaffirmatSon of faitli in State and local governments by 
j alio wmg them to determine, within broad categories, how best to spend 
revenues received from the Federal Government. Thft-Rural Develop- 
jment Revenue Sharing proposal in Title III of this bill is nothing more 
tnan a handout of money, which the Federal Government does hot 
have, to the States arid their subdivisions and doei nothing to remove 
the! often stifling and frustrating restrictions which require that funds 
under Federal grant piogramsoe used* for narrow purposes. ^ 

/ Carl T Curtis. 
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INDIVIDUAL VIEWS OF MR. AIKEl^^^ 

The RurqJi Developmeat Act of 1972 contains a niiinber of import- 
ant provisioiDs wiich should be enacted into law if rural life is to 
Have modem an^efficierit economic and social attractions. 

Title 11 is especially important for it contains broad new powers 
^hich are critically neededXf the Farmer^ Home Administration is tp 
become jthe central sour^^ credit and grant funds for the wide range 
of development projaets-which our rur^ 
* ^ The bil^lso- contains important new provisions for Federal cost- 
sharing t^Hnprove water quality, and provide technical assistance in 
solving proMems of land mjinagement'and agricultural waste control. 
, Closely linked to these are additional provisions for rural fire protec- 
tion and Federal cost^sharing for rural municipal, industrial and 
commiinity water supply heeds. ♦ 

These sections of the bill were originally contained in S. 2981 which 
I introduced with the Chairman of the Committee and 09 other co- 
r sponsors. They would allow for effective expansion of our Small 
Watershed Program and Resource Conservation and Development 
projects. 

. Another sectipn of considerable merit authorizes special technical 
•assistance fer small marginal farms and would allow the establish- 
ment 0^ a nationwide Farm Family Program similar to the highly 
\ successful pjfegram which has been developed as a national pilot pro- 
gram in Vmriont over the last three years. 

• These important provisions are, however, jeopardized by Title I, 
which should not be in the bill and which, if retained, might very 
' % well block any hope for enactment of the desirable provisions of the 
bill. . \ 

Title I should be dropped as it duplicates and overlaps the new 
FHA functions provided in Title II, It would establish a massive new 
untried banking svstem' which would compete not only with private 
banks but with FHA as well. As an independent agency it would 
^ escape the normal budgetary and personnel ceilings and would set its 
^ own interest rates. 

It could become a secondary market for obligations. It would set. 
its own loan terms and conditions. The Secretary could insure or 
guarantee its obligations with the full faith and credit of the Federal 
Grovernment. The bank could accept deposits and pay interest on them 
like any normal bank. ^ 

It could become a bonanza for political patronage as it has. 10 
regional appointed boards of directors and one Federal board of di- 
rectors, each consistiner of 12 members. , 

The^roposed banking system would not be required to pny Federal 
. incomer taxes on its earnings. The system would consist of a Federal 
bank, 10 regional banks and hundreds of local district banks. Practi- 
cally any institution would be eligible to become one of its district 

hanks. ' > 
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The baaking system would also have funds to subsidize the con- 
struction of bank buildings, operation costs and interest without limit. 
This subsidy is such that it could reward iiiefficiency. 

The Senate should strike Title I and insist on the expansion of FHA 
and other existing credit agencies to perform the credit functions 
needed for rural development. 

There are certain other provisions of the bill, such as the revenue 
sharing proposal, with which I am not fully satisfied at this time. With 
the exception of Title I, however, to which I am completely opposed, 
other provisions of the bill can be taken up in Conference with the 
Housid and modified or deleted if it is found advisable. 

George D. Aiken. 




INDIVIDUAL VIEWS OF ilR. EJ^LEXDER 

The Rural Development Act of 1972 contuins a number of features 
which I feel are needed and necessary. For example, Title IV would 
further broaden and increase the*^ usefulness of P.L. 506, the Small 
Watershed Program, in two specific and Jjgiy important areas — rural 
development and protection of the envrronment. The 'amendments 
to P.L. 566 contained in this legislation will provide the Secretary 
of Agriculture with additional authoi-ities for which there is presently 
a justifiable need. 

In addition, Title V of the proposed Act amends the Bankhead- 
Jones Farm Tenant Act to strengthen the Resource Conservation 
and Development Propram which I originally sponsored in 1961. 
This federal -state-local cooperative effort has i-esulted in dynamic 
programs designed to improve the quality of life in iiiral America. 
These programs have been effective, and have gone forward at a 
reasonable cost to the Federal Government. 

There- are a number of other provisions which i-eceive my support, 
but I cannot in all good conscience support this* bill in its entirety. 
; I am primarily concerned with the two-pronged question of duplica- 
tion of effort and vastly increasing federal costs. 

Concerning the latter point first, in recent months many responsible 
voices in the Congress, the Executive Branch and the public* at large 
have been raised against what many see as a tendency in the Congress 
to give legislatix-^ approval to large new federal prognims which start 
out with small beginnings but soon mushroom into large, expanding 
and. costly drains upon the federal taxpayer. In my opinion, this 
Congressional tendency reached a high point several years ago. The 
size of the budget today is a reflection of those federal programs au-* 
thorized hv the Congress in the mid-10(U)'s with the blessings of the 
Administration. These have come to full growth at the nuilti-billion 
dollar level. I regret to say that the instant legislation seems^to be a 
definite continuation of a 'trend which I thought had been brought 
under some semblance of control in the recent past. 

As required by the Legislative Reorganization Act of 1970, the 
Committee report on the proposed Rural Development Act of 19(2 
contains cost estimates which project the federal expenses likely to 
be incurred over the five vears following its enactment. I do not think 
it would be amiss if I were, to repeat those figures at this point in 
my statement. I believe thev should be made widely known to all the 
Confn-ess nnd to all our citizens and taxpayers. ^ c , 

If this bill is enacted in its present form, costs for the current hscal 
year are estimated to amount to $5,200,000. Costs for the first full fiscal 
year of operation would amount to $620,160,000. Costs for the second 
'fiscal vear of operation are estimated to amount to $909,160,000; for 
thTne^r/ear $M35,666,000 ; for the year following $1,388,600 000 and 
for the fifth jear after the enactment of this initial ^utharizat^^^ the 
cost from this small beginnipg is estimated to be at the $1,500,000,000 
level. 
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I am in sympathy with the aims contained in and espoused bv this 
proposed legisfation. My record in the area of con^ta for our rural 
people and rural development in general^ compiled over 35 years as a 
memt«r and Chairman of the Agriculture and Forestry Cbmmittee, 
speaks for itself. It needs no defense from me here. Without question 
our rural communities and people badly need more attention from the 
C^ongress and from the national Administration. To be effective, how- 
ever, Uiat attention must be presented in responsible legislative vehicles, 
and, f raftkly, I find much m the pending ^ill that seems to represent 
legislative irresponsibility. 

I thiflJc this is indicated best by the proposed creation of an entirely 
new and wide-reaching financial enterprise for the supposed ^nefit 
^L?fLn"„?l'''"T; Certainly I would not argue here or ^fsewhere that 
additional benefits are not badly needed. I cannot, however, agree 
that this need wiU best be met by tfce creation of an entirely new entity 
under the mce-sounding title of "Federal Rural Development Sedit 
iHlIf • " T ^.'.u ^\^'\SiTom "scratch" in this le/slativ°^wL • 
JL^o^T'^ ^**^inJ.^^^^ Congress of the mid-1930% rather » 
the 92d Congress of 1972, there might be mofe merit in this approach. 
«ut in light of the Drograms broucht into being 1^ the Agriculture 
Committees of the Congress over the last three decades, the addition 
of such a new agency is difficult to understand or justify. If anything 
is needed at this fame, it is a consolidation 6i the efforts being directed 
withm the Dep^ment of Agriculture, the Department of Health, 
Ijducation and Welfare, the Department of Commerce and even the 
Department of Housing and Urban Development Instead, what we 
have.here IS a further sphntering of the federal efforts aimed at im- 
proving the quality of rur^fe.' 

Thisl)ill sets up a vast new credit system originally financed by the 
federal Government, and designed to make loiins to Anyone for any 
rural development purpose. » j ^ui a .jr 

At the same time, the bill amends the Consplidated Tarmers Home 
Aoministra.tion Act to authorize loans to anyone for any rural dcveloo- 
ment purpose. ^ 

In other words,, there is a vast duplicity of effort introducing a 
high degree of competition to make funds available for rural develop- 
ment purposes. In this situation I can see substantial waste offederal 
funds and a high degree of losses because of this competition. \ 

1 regret that I am forced to oppose this legislative proposal. Al-' 
though there is much m it which I would wholeheartedly favor overall 
1 see the legislation as representing too great a drain on the taxpayers, 
as increasing the layers of government involvement without cause, and 
ot ultimately f uther widenmg the gap between our urban centers and 
rural areas. 

Aj^EX J. Ellender. 
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